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PRIVATE ELECTRIC UTILITIES’ ORGANIZED EFFORTS 
TO INFLUENCE THE SECRETARY OF THE INTERIOR 
(EBASCO SERVICES, INC., AND ROCKY MOUNTAIN 
GROUP) 


MONDAY, JULY 16, 1956 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON Pustic Works AND RESOURCES 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to call, at 10: 30 a. m., in room 362, 
Old House Office Building, Hon. Earl Chudoff (chairman of the sub- 
committee) presiding. 

Present: Representatives Chudoff, Jones, Moss, Fascell, Hoffman, 
KXKnox, Jonas, and Minshall. 

Also present: James A. Lanigan, subcommittee counsel; Arthur 
Perlman, staff director; and Miles Q. Romney, professional staff 
member. 

Mr. Cuupvorr. The subcommittee will be in order. At this time 
| would like to make an opening statement. 

On June 7, 1956, the Committee on Government Operations ap- 
proved a report entitled “Ktfect of Department of the Interior and 
REA Policies on Public Power Preference Customers.” 'That report 
was based on hearings held throughout the country by this subcom- 
mittee. Those hearings and the report dealt with relationships be- 
tween the Federal agencies and the customers having statutory 
preference to power generated at Federal dams. In those hearings 
there were strong indications that certain private electric utility com- 
panies were successfully exerting a dominant influence on the top 
officials of the Interior Department and of the Rural Electrification 
Administration under the Eisenhower administration. In even earlier 
hearings last year the subeommittee learned that certain very impor- 
tant changes made in the Interior Department’s powerline right-of- 
way regulations in 1954 were actually drafted in the offices of the 
Idaho Power Co. Needless to say, these changes were highly detri- 
mental to the Federal power program. Our conclusions resulting 
from these hearings are set forth in our report entitled “Certain Ac- 
tivities Regarding Power, Department of the Interior (Changes in 
Power Line Regulations).” 

One of the recommendations in our most recent report was— 
that Congress launch a full-scale joint investigation by both Houses to determine 
whether or not there is an organized effort of the private power companies to 
influence the Federal administration, the Congress, the governments of the States, 
and the political life of the Nation 
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Such a full-scale investigation will be a tremendous task. Since the 
recommendation was made, however, what seems to be a definite organ- 
ized effort by a group of Rocky Mountain private electric utility com- 
panies to influence the Secretary of the Interior has been uncovered. 
The nature of the effort, the circumstances surrounding it, and the 
amazing results which have flowed from the private utility influence 
on the present administration, even within the limited scope of this 
illustration, are so important and of such great public concern that 
I ordered a hearing on the matter to be set up immediately. 

There were those who complained when we did not call power com- 
pany Officials in our second set of power hearings, even though those 
hearings dealt with relations between the Government and the pref- 
erence customers. It is interesting to note that some of those very 
persons who complained most bitterly before are now accusing us of 
playing politics m calling in some of the private utility company 
officials. 

As I have stated before, anyone would be foolish indeed to attempt 
to nationalize the electric industry in the United States. Any serious 
effort to do so would disrupt our national economy and might endan- 
ger our national defense. What this committee is concerned with is 
the administration of the existing laws and the influences on that 
administration. We are determined to uncover the facts about. the 
handling or mishandling of the Federal power program in the last 
31% years. We have already documented the attack from within the 
administration. We will now look into some of the influences which 
triggered that attack. 

Before calling the first witness, I would like our staff director, Mr. 
Arthur Perlman, to read off the names of those persons who have 
been requested to bring documents or other material to the committee 
today. As your name is called, please come forward and hand the 
documents and other material over to Mr. Perlman. 

Mr. Jonas. Mr. Chairman, before you do that 

Mr. Cuuporr. Just one second. Mr. Perlman is the gentleman on 
my right at the very end. Yes, Mr. Jonas? 

Mr. Jonas. May I make a statement now ? 

Mr. Cuuporr. Yes, you can make your statement before or after 
the witnesses, it does not matter. 

Mr. Jonas. Before this performance begins, may we on this side 
of the table make it clear to the witnesses that we disassociate our- 
selves completely from the investigation that has taken place up to 
now. You have undoubtedly read in the papers that you are guilty 
of the charges the majority chooses to lay at your door. Lest you 
gain the impression that such an attitude is a bipartisan one we want 
to point out that we do not. concur in it—indeed, we cannot since we 
were not informed as to the nature of the case the majority will attempt 
to bring against you; we were not informed that an investigation 
was even in progress; and we were not informed, until scarcely a week 
ago, that hearings were to be held. f 

Reprehensible as this is, it is true that you have already been con- 
victed before the trial. With no concern for what the testimony may 
reveal, what facts may be proven or disproven, the chairman has ca- 
priciously pronounced his judgment. He did so in a press release 
of June 11 announcing these hearings when he said that: 
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* * * definitely organized effort by the Arizona Public Service Co., the 
Idaho Power Co., the Montana Power Co., the Utah Power & Light Co., the 
Public Service C ompany of Colorado, and the Ebasco Services, Inc., to influence 
the Secretary of the Interior has been uncovered— 
as well as on the floor of the House of Representatives, when on 
Thursday last, he said: 

On Monday we are going to give the private power companies of the Rocky 
Mountain States a chance to tell everything to the subcommittee, to tell us how 
they tried to influence and have influenced the Interior Department to wipe 
out the previous private power policy of the Government of the United States; 
and we are going to show by competent evidence and testimony that they did 
just that. 

This policy of prejudgment, while in the tradition established by 
the subcommittee majority, is contrary to everything that the rest of 
us have learned about the principles of justice and fair play. Until 
we observed the majority in action in previous hearings in this series, 
we were naive enough to believe that a man—or even a power com- 
pany—was innocent ‘until proven guilty. It seems that we were wrong. 
The judgment of guilt has been pr ronounced and it appears we are now 
to sit back and watch the majority and its staff attempt to shore up 
its wall of prejudice in its continuing attempt to promote socialization 
as a national policy. 

Mr. Cuuporr. I just want to answer Mr. Jonas in as few words as 
possible. Although the word “guilty” implies a crime, I want the 

record to clearly show that no private power company has been accused 
of doing anything illegal. 

They have been accused of tr ying to influence and they did influence 
the power policy of the United States. I have not charged them with 
acrime. I do not think we will be able to prove a crime, but I think 
we will be able to prove exactly the things that I set forth both on 
the floor of the Congress and in press releases and again this morning. 

Mr. Horrman. Mr. Chairman, may I ask you there in view of your 
statement then, the charge is that they have attempted to influence 
the administration and to a certain extent have succeeded, that is 
about what it is, in getting things they wanted ? 

Mr. Cuuporr. In not only getting things that they wanted but in 
having the administration interpret certain parts of the law as far 
as the preference customers and the REA’s are concerned, in a way 
that would benefit private power companies rather than people of 
the United States. 

Mr. Horrman. Right there, may I add, if you will bear with me, 
I will try not to interrupt. I want to call attention to the fact that 
the Firemen and the Oilers’ Journal received this morning, July 
1956, apparently made a similar attempt, that is to get interpretations 
of present laws and legislation which would benefit them. 

The Rural Electrification magazine, July of 1956, there are some 
72 pages in that trying the same thing. 

I have here the Federal power program, its background, growth, 
and consequences, and I assume that was along the same line. 

I know exactly what it is and that is what they were trying to do 
and what I assume other organizations were trying to do. 

Then I have the International Union, United Automobile, Airc raft, 
and Agricultural Implement Workers of America letters along the 
same type of thing. 
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There is one July 14, this year, May 5, June 15, March 1955, and so 
on, many of them, International Union, United Automobile Aircraft 
and Agricultural Workers. 

I have received them as I assume everyone else who is in Congress 
has. Then I have Great Northern Industrial Basin of Alabama, a 
full page ad in News Week. 

In fact, my only purpose is to call attention to the fact that prac- 
tically everyone circularizes Congress. I might cite the veterans, I 
might cite the postal employees; yes, I got another one from them 
this morning. 

I don’t know what it is, they want something, and so on down 
through. It is a common practice. And I suppose it is permissible 
under the Constitution, the right of petition and all, so I assume from 
your statement that what the power people were trying to do was 
to get a eee of present laws which would be favorable to them, 
to get legislation which would assist them. 

Mr. Cuuporr. Mr. Hoffman, might I suggest you don’t assume 
anything but listen and you will find out. 

Mr. Horrman. Oh, I am not assuming anything. Wait a minute, 
do you deny me the right to assume anything ? 

Mr. Cuvporr. I did not deny you the right. I said I suggest. 

Mr. Horrman. Oh, advice, thank you ever so much. I surely do 
appreciate it. If I don’t follow it, just charge it up to my ignorance 
and not to any lack of appreciation. 

Mr. Cuuporr. Mr. Fascell ? 

Mr. Fascetzt. Mr. Chairman, I would just like to get the record 
clear with respect to my position in this matter. I have not prejudged 
anyone or any group. I have certainly pronounced no sentence of 
guilty upon anybody. 

I have not heard any of the evidence. As far as I am able, I have 
no prejudice, preconceived or otherwise on the subject, and I cer- 
tainly don’t consider myself part of any attempt, as has been stated 
by the minority, of a policy to promote socialization of power. 

I think my position and that of the majority on that policy have 
been made clear in previous hearings, and I believe I have covered 
the points that have Sbohin raised by the minority on the matter. Fur- 
thermore, I think that it is just as wrong to “wed by shotgun” all 
of the members to a complaint as it might be to do that of which 
the minority complains. 

Mr. Cuvuporr. Mr. Perlman, would you read that list of witnesses, 
please? Yes, Mr. Jonas? 

Mr. Jonas. Mr. Chairman, may I make one other very short state- 
ment? May I say in answer to what was said by my colleague from 
Florida, anything I said, any inference to be drawn from it that I 
include every member of the subcommittee, I withdraw it. 

My comments were directed to the statements that have been made 
by the chairman of the subcommittee and were prompted by the fact 
that he scheduled this investigation, had it underway without con- 
sulting the minority, without giving us an opportunity to know what 
was in progress, and up until this moment we do not know what the 
investigation is about. 

If anything I said was intended as a reflection on the individual 
members, I withdraw it. 
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Mr. Fascety. I appreciate my colleague’s statements. I did not 
take it as a personal reflection. I just wanted to get the record 
straight in an unemotional manner. 

Mr. Cuvporr. For the record, I want to say this to you. Any 
statement made was made by me personally and I take full responsi- 
bility for it. I do not attribute it to any member of the majority 
or minority. 

Mr. Moss. Mr. Chairman, I feel that I should say something. 
I will not undertake any defense or any rebuttal. I am not sensitive 
at all, and I will let my conduct finally act as the basis on which I shall 
be judged. 

1 am not going to indulge in the propaganda campaign which ap- 
a has gotten under way here this morning. 

Mr. Cuuporr. Thank you, Mr. Moss. 

Mr. Horrman. There is one other statement. In view of Mr. 
Fascell’s statement, as I understood it, the Jonas statement in which 
we concurred was in answer to the statement of the chairman. I 
recall very distinctly that Mr. Fascell and Mr. Mollohan in the re- 
port on pages 302 and 303 wrote approvingly of private enterprise. 

Mr. Cuuporr. Of course, Mr. an, sapaainee every member 
of this subcommittee and every member of the full committee have 
the right under the rules of the committee to file their own separate 
views; and certainly I feel that, if any member of the subcommittee 
wants to do that after the hearings, he certainly has a right to do it. 

Now, Mr. Perlman, let’s see if we can get the names. 

Mr. Pertman. John T. Kimball of the Idaho Power Co. 

Mr. Walter Lucking of the Arizona Public Service Co. 

Mr. Carl H. Anderson, secretary-treasurer, and C. N. Phillips, re- 
search director, EBASCO Services, Inc. 

Mr. Colin Raff of the Montana Power Co. 

Mr. Tom Roach of the Idaho Power Co. 

That completes the call, Mr. Chairman. 

Mr. Cuuporr. Now, the first witness this morning is Mr. Colin W. 
Raff of the Montana Power Co. 

Would you come up and take the witness chair, please. 

Mr. Raff, if you will speak into that microphone, I think we will 
be able to hear you better. 

Would you raise your right hand ? 

Mr. Raff, what is your full name? 

Mr. Rarr. Colin W. Raff. 

Mr. Cuuporr. And where do you live? 

Mr. Rarr. Butte, Mont. 

Mr. Cuuporr. Mr. Raff, do you solemnly swear the testimony you 
are about to give before the subcommittee shall be the truth, the whole 
truth, and nothing but the truth, so help you God? 

Mr. Rarr. I do. 

Mr. Cuuporr. Be seated. 


TESTIMONY OF COLIN W. RAFF, MONTANA POWER CO., BUTTE, 
MONT. 


Mr. Rarr. Mr. Chairman, I wonder if you would permit me to make 
a very brief statement. 

Mr. Cuuporr. You certainly may. Do you have a prepared state- 
ment ? 
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Mr. Rarr. Yes; it is very brief. 

Mr. Cuuporr. You don’t have a copy for each member? 

Mr. Rarr. Yes; I have. 

Mr. Cuuporr. If you have, we would appreciate it. You may pro- 
ceed, Mr. Raff. 

Mr. Rarr. Thank you, Mr. Chairman. I thought I would like to 
make a brief statement which I believe will be helpful to the com- 
mittee and which may clarify our position with respect to this hear- 
ing. The questions which the members of the committee staff asked of 
me in my office indicated to me your interest in the book, The Federal 
Power Program. I will have to say that I am surprised at the impli- 
cation that there is anything improper about the book, especially in 
view of our Nation’s protection of the rights of free speech, free press, 
and free petition. 

We at all times have taken straightforward and open responsibility 
for the planning and preparation of the book and we feel that, in 
submitting it to officials of the Interior Department and to the general 
public, we were exercising the right and privilege of every American 
citizen to present factual statements to representatives of Govern- 
ment and the public. The Montana Power Co., alone and in con- 
junction with other Rocky Mountain companies, has followed this 
procedure of presenting facts for many years, both to congressional 
committees and to agencies in other branches of Government. 

At this time, Mr. Chairman, I might point out that I have here 2 
other examples of books which we have presented, 1 which was a 
public presentation for general distribution and 1 which was pre- 
sented to a congressional committee on appropriations. 

Mr. Cuuporr. Would you read the titles and the dates on those 
books please ? 

Mr. Rarr. Yes. The first one is Public Power Means High Taxes, 
Socialism and Less Money for Irrigation. It is entitled Presentation 
by the Montana Power Co., March 1948. 

Mr. Cuuporr. Do you have an author for that book? 

Mr. Rarr. No; the company officers prepared it. 

Mr. Cuuporr. Thank you. 

Mr. Rarr. The other 1s Cooperation or Unnecessary Spending— 
Contracts with Utilities Eliminate Need for Federal Lines—Facts 
Presented by the Montana Power Co., Spring 1950. 

I am the author of this book. It was prepared and used in connec- 
tion with appearances before the House and Senate Appropriations 
Subcommittees, Interior Subcommittees of the Appropriations Com- 
mittees. 

Mr. Horrman. Can he file a copy with the committee ? 

Mr. Cuuporr. Do you have enough copies to file 1 or 2 copies with 
the committee? 

Mr. Rarr. These are the only copies I have with me, Mr. Chairman, 
but I will get copies. 

Mr. Cuuporr. You can mail them in. 

Mr. Rarr. I can get copies mailed to you. 

Mr. Cuuporr. We would like to have them for our records because I 
don’t think we have ever seen those two pamphlets. 

Mr. Rarr. I will send the pamphlets. 

(Copies of the two pamphlets were received and are on file with the 
subcommittee. ) 
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Mr. Rarr. I have only one more sentence in my statement. 

We have felt, and we feel now, that it is our duty to our customers 
and to the public to make known, openly and factually, our side of any 
situation. 1am sure the committee would not claim that there is any- 
thing improper in that position. 

That concludes my statement. I thank you. 

Mr. Cuuporr. At this time | am going to turn the questioning over 
to Mr. Lanigan, the committee counsel. 

Will you proceed, Mr. Lanigan ¢ 

Mr. Lanigan. What is your business address? 

Mr. Rarr. 40 East Broadway, Butte, Mont. 

Mr. Lanigan. And what is your present position ¢ 

Mr. Rarr. [ am executive assistant to the president of the company. 

Mr. Lanigan. What position did you hold with the company in the 
late part of 1952 and the first 3 months of 19534 

Mr. Rarr. I was both advertising and publicity director and execu- 
tive assistant to the president. May I explain. About that time, I 
believe it was in November, we engaged a new public relations and 
advertising director because my work with Mr. Corette at that time was 
such I did not have enough time to devote to that particular phase of 
the business. 

Mr. Lanigan. What are your present duties? 

Mr. Rarr. I assist Mr. Corette generally in all of the matters that he 
handles. I have been engaged in helping him in the matter of financ- 
ing, in the matter of general company operations, in the matter of 
public relations. 

Mr. Lanicgan. And what additional duties did you have in 1952 and 
1953 ¢ 

Mr. Rarr. I had no additional duties except those I have just 
enumerated. 

Mr. Lanigan. You mean you did the same thing; you are doing the 
same thing now that you did then? 

Mr. Rarr. Yes; except a little more so now. I mean I am work- 
ing more closely with him each succeeding year. 

Mr. Lanican. I see. And your immediate superior then is Mr. 
Jack Corette ? 

Mr. Rarr. That is correct. 

Mr. Lanigan. And he is president of the company ? 

Mr. Rarr. That is correct. 

Mr. Lanican. Can you give us a statement as to your educational 
background, the field of training you have had? 

Mr. Rarr. I am a oraduate of Montana State University with a 
Lb. A. degree in journalism. 

Mr. Lanican. Did you have any training in engineering ¢ 

Mr. Rarr. No, sir. 

Mr. Lanigan. Did you take any training in the use of statistics ? 

Mr. Rarr. No, sir. 

Mr. Lanican. In school, your field then was solely journalism ? 

Mr. Rarer. That is correct. 

Mr. Laniegan. When did you graduate? 

Mr. Rarr. 1935. 

Mr. Lanigan. And what positions did you hold after you gradu- 
ated ? 

Mr. Rarr. I worked for 14 years in the newspaper business. 
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Mr. Laniean. For which newspaper ? 

Mr. Rarr. Shall I list them? 

Mr. Lanican. Well, how many were there ? 

Mr. Rarr. Five, I believe. 

; Mr. Lanican. Did you specialize in any particular type of report- 
ing? 

Mr. Rarr. No. I have covered every beat from police and hospital 
run to the statehouse, and I have been on the city desk. 

a Mr. Lanican. When were you first hired by the Montana Power 
AO. 

Mr. Rarr. In June, I believe it was, of 1949. 

, mr Lanican. And where were you working immediately prior to 
that ? 

Mr. Rarr. I was city editor of the Salt Lake Telegram in Salt Lake 
City, Utah. 

Mr. Lantcan. Did you specialize in the field of power when you 
worked for the newspapers, for the Salt Lake Telegram ? 
mt: Rarr. If you mean did I specialize in writing about power’s 
use ? 

Mr. Laniean. Yes. 

Mr. Rarr. I did not. 

Mr. Lanican. When you came to the Montana Power Co., what was 
the first position you held? 

Mr. Rarr. An assistant in the publicity and advertising depart- 
ment. 

Mr. Lanigan. Could you give us a rundown on the positions you 
have held with the Montana Power Co. ? 

Mr. Rarr. Yes. 

Mr. Laniean. And the approximate dates involved ? 

Mr. Rarr. Yes. I came to work in 1949, as I said, as an assistant in 
the publicity and advertising department. I worked in that position 
for 1 year at which time the advertising and publicity director retired, 
and I took his place and I was in that position—I am sorry, Mr. Lani- 
gan, I don’t recall the dates because I actually was working as execu- 
tive assistant before I received the title. To the best of my recollection, 
and this may be wrong, I officially got the title in—I forget now 
whether it was in about June of 1953 or June of 1954. 

Mr. Lanican. Then you became assistant to the president ? 

Mr. Rarr. Yes. 

Mr. Laniean. But prior to that time you were performing the duties 
of assistant to the president? 

Mr. Rarr. Yes. 

Mr. Lanican. And when did you start acting as assistant to the 
president, as contrasted with having a formal title? 

Mr. Rarr. Well, I would say that to the best of my recollection the 
first date would have been in the spring of 1950, when I was with Mr. 
Corette in connection with some financing presentations in New York. 

Mr. Laniean. And that was about 1950, you say ? 

Mr. Rarr. That is right. Iam trying to explain about the first time 
I acted in that capacity. 

Mr. Lanican. And after that you were relied on with more fre- 
quency until you finally were in the official position; is that right ? 

Mr. Rarr. That is correct. 
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Mr. Laniean. I want to ask you if you could just step up and take 
a look at this. You can take it back to the table. Are you familiar 
with that booklet that I have just handed you? 

Mr. Rarr. Yes, sir. 

Mr. Lanican. It is entitled “The Federal Power Program, Its Back- 
ground, Growth, and Consequences.” 

Mr. Rarr. Yes, sir. 

Mr. Lanican. If you turn over the cover page, on the back of the 
cover this following statement appears: 

The principal investor-owned power companies serving the Rocky Mountain 
area have prepared this booklet of factual information with the thought that 
it will be useful to the Secretary of the Interior and his Department. 

If you will look at the book, this particular one that I have handed 
you, it contains a number of charts which appear to be hand colored. 
Now, could you tell us which power companies had this booklet pre- 


atent? 
pared 
Mr. Rarr. Are you talking about the actual preparation or the 
sponsorship ? 





Mr. Lanican. Well, first give us the sponsorship and then 

Mr. Rarr. The book was sponsored by the Montana Power Co., 
Arizona Public Service Co., Utah Power & Light Co., Public Service 
Co. of Colorado, and Idaho Power Co. Have I listed five? 

Mr. Lanican. Yes. And those are the five then that sponsored it. 
By “sponsored it,” you mean they paid for it and agreed on its presen- 
tation ? 

Mr. Rarr. That is correct. 

Mr. Lanican. Which company prepared the booklet ? 

Mr. Rarr. As to the actual preparatian, the Montana Power Co. 
took over the responsibility for that. 

Mr. Laniean. I have a booklet here; perhaps you have seen it. 

It is called Reclamation Without Waste and Regimentation, Spon- 
sored by the Electric Power Companies of the Rocky Mountain Area, 
March 1948. 

Have you ever seen that book? 

Mr. Rarr. I am familiar with that book, yes. 

Mr. Horrman. Pardon me, have you got one for us, one of those? 

Mr. Rarr. I do not have extra copies here. I can getthem. I have 
provided a copy. 

Mr. Horrman. How many? 

Mr. Rarr. I just provided a copy. 

Mr. Horrman. May we have copies then ? 

Mr. CuuporF. He said a copy. Mr. Raff, I wonder, if these are 
available, whether you would not send us a half a dozen or so for 
members of the committee. 

Mr. Rarr. I certainly will. I will check with the clerk and see how 
many you need. 

(Copies of this booklet were received and are on file with the sub- 
committee. ) 

Mr. Horrman. If the minority could have one while the majority 
has one, it would be helpful. 

Mr. Cuuporr. Mr. Perlman, would you give one to Mr. Hoffman, 
please. 

Mr. Horrman. Thank you. 
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Mr. Lanican. On page 3 of this booklet, if you will notice, it states 
that the booklet is sponsored by—and then it lists 18 specific power 
companies, including all 5 of the power companies that you have 
mentioned, I believe, plus 13 more, sir. 

Mr. Rarr. Yes, sir. 

Mr. Lanican. Now I notice in that book the sponsors listed their 
names. Could you tell us how it was decided that the names of the 
sponsors would not be listed in the book entitled “The Federal Power 
Feonen ”” 

Mr. Rarr. I could not tell you of my own knowledge, Mr. Lanigan, 
what was the deciding factor. I can tell you that for my own part, 
in preparing this book, I thought that the names of all of the com- 
panies were superfluous in that we said that this was sponsored by 
the principal investor-owned power companies of the Rocky Mountain 
area. 

Mr. Lanican. Don’t you think it would be interesting to the person 
receiving the book to know the names of the people who were behind 
the book ? 

Mr. Rarr. It may have been, sir. I think it is just a difference of 
opinion. 

Mr. Lanican. Who decided that the names of the companies would 
not be listed on that page or anywhere else in the book ? 

Mr. Rarr. I don’t know who decided it. I wrote it this way and if 
was approved. 

Mr. Lanican. I notice when you say that the investor-owned power 
companies have prepared the booklet, you did not mention the name 
of the Ebasco Services Co., Inc. Did Ebasco Services assist in the 
preparation of this booklet ? 

Mr. Rarr. They did not assist in the preparation other than to do 
the research work that we ordered them to do, and they printed the 
book at our direction. 

Mr. Lanican. Did they prepare any of the charts in the booklet? 

Mr. Rarr. They executed the charts on the basis of what we told 
them to do. 

Mr. Laniean. I see. Did Ebasco Services write any of the texts 
in the booklet ? : 

Mr. Rarr. No, sir. 

Mr. Laniean. Who was responsible for writing the texts in the 
booklet ? 

Mr. Rarr. I was. 

Mr. Lanicgan. And you wrote all of the text? 

Mr. Rarr. Yes, sir. 

Mr. Laniean. Did you consult with anyone else about the text ? 

Mr. Rarr. Yes, sir. 

Mr. Lantean. With whom did you consult? 

Mr. Rarr. I consulted with Mr. Corette constantly, and while we 
did the work between us, that is we discussed it and I wrote it, when 
we had the book in rough form, as I recall, we sent a copy around to 
the other companies and they looked at it and apparently approved 
it. J cannot recall right now whether they made any changes or 
eee they approved it as we wrote it, but at any rate they con- 
sidered if. 
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Mr. Laniean. They saw it. You don’t recall whether they made 
any change in it? Would you say this, that they made no substantial 
change In it ¢ 

Mr. Rarr. I would say that at the time of the first writing, the first 
edition of the book, they made no major changes. 

Mr. Lanican. Let’s get. back to the beginning of the booklet. 
When did — first. start working on this booklet ¢ 

Mr. Rarr. I am sorry, I cannot be too specific. It was either in 
August or September of 1952. 

Mr. Lanican. What started you working on the booklet ? 

Mr. Rarr. The Rocky Mountain companies had a meeting at which 
it. was decided that such a book should be prepared. 

Mr. Laniean. Did you attend the meeting? 

Mr. Rarr. Mr. Perlman asked me that question previously and I 
have been searching my memory and I cannot honestly say whether 
I was there or not. I should say this. I have attended many of those 
Rocky Mountain meetings. I don’t know of ny own recollection right 
now that I was at that meeting or not at that meeting. I will also 
say that I was either at the meeting or Mr. Corette informed me that 
he wanted me to work on the book immediately after such a meeting. 

Mr. Lanican. Do you know where the meeting of the Rocky Moun- 
tain companies was held? 

Mr. Rarr. I believe it was held in Salt Lake City. Practically all 
the meetings we have ever held are held in Salt Lake. 

Mr. Lanigan. Do you recall the month in which it was held? 

Mr. Rarr. I believe it was August 1952. 

Mr. Lanicgan. And do you know the companies which participated 
in that meeting? 

Mr. Rarr. The five I have listed did. I don’t know of my own 
knowledge what other companies were there. I cannot reeall whether 
there were any others there. 

Mr. LantGan. Does this group of Rocky Mountain companies keep 
any minutes of its meetings? 

Mr. Rarr. So far as I know they do not; it is a very informal or- 
ganization. 

Mr. Lanican. Do they keep any list of who attended the meetine= 

Mr. Rarr. So far as I know they do not. 

Mr. Lantcan. You have never seen any list? 

Mr. Rarr. No, sir. 

Mr. Lanican. Who calls the meetings? 

Mr. Rarr. Well, we have a sort of an unofficial chairman, you might 

say. One of the presidents of the companies usually takes it upon 
himself or takes the responsibility, or the responsibility is given to 
him by the others, to in a manner take the leadership in this group. 
He might call a meeting or one of the other company preside nts or 
company personnel might determine that they have a problem that 
they would like to talk over with all of the companies, and they might 
suggest a meeting be held, at which time, usually, I think, the pro- 
cedure is to get on the telephone and see if such and such a date would 
be an appropriate time to meet. 

Mr. Lantean. Do you know the purpose for which the meeting in 
August 1952 was called? 
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Mr. Rarr. I have no knowledge or recollection of any specific mat- 
ter that it was called for. This book, I am sure, was discussed at that 
time. Whether other subjects were discussed I do not know. 

Mr. Lanican. You say this book was discussed. When you started 
to work on the book, what was the nature of the project upon which 
you were working? What were your instructions? 

Mr. Rarr. You mean the instructions that Mr. Corette gave to me 
in connection with this book? 

Mr. Laniaan. Yes. 

Mr. Rarr. The instructions were that no matter who was successful 
in the November election, there would be a new Secretary of the In- 
terior who probably did not know the situation in the Rocky Moun- 
tain area so that it would be useful to give him a book of factual in- 
formation, and we should prepare suck a book. 

Mr. Lanican. Did you have any particular reason to think that 
the man who was then Secretary of the Interior would not continue 
to be Secretary of the Interior in the event his party won the election ? 

Mr. Rarr. No; I had no reason to think he would or would not be 
there. I would say we were operating on probabilities that there 
might be a new Secretary. 

Mr. Lanigan. You were operating on the probability that there 
might be a new Secretary ? 

Mr. Rarr. I should correct myself, Mr, Lanigan. I should say pos- 
sibility, not probability. 

Mr. Lanican. And you wanted to get some idea of your story be- 
fore him; is that right? 

Mr. Rarr. That is correct. 

Mr. Lanican. Just what work did you do on the book or on a book 
in August of 1952? Could you tell us the steps you took? 

Mr. Rarr. I believe the actual work started in September, and we 
requested Ebasco Services to do some research work for us on this whole 
general problem and prepare some figures from which we could deter- 
mine what information should go into the book. That occupied most 
of September. In October I was in the hospital and was recuperating 
for some time after that, so that I did not get started back on the book 
until the early part of 1953. 

By that time I had received most or all—I don’t recall which it is— 
most or all of the research material that Ebasco prepared, and I began 
to write the book. The writing of the copy, I would say, was generally 
through the latter part of January and part of February. 

Mr. Laniean. How did you happen to go to Ebasco Services to get 
background for the book? Was that your own idea? 

Mr. Rarr. Not my own personally, no. We went to Ebasco. 

Mr. Lantcan. Pardon me. Whose idea was it ? 

Mr. Rarr. I think it was the mutual idea of the five companies. It 
was an agreed-upon idea. As to who suggested it, I could not tell you. 

Mr. Lanican. Then you understood from the time that you first 
heard of the assignment in August that you were going to work with 
Ebasco for the factual background; is that right? 

Mr. Rarr. I think to the best of my recollection, Mr. Corette said 
to me that he thought we ought to get Ebasco to do it because they 
did excellent research work. : 

Mr. Lanigan. How was Ebasco first contacted for the material ? 
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Mr. Rarr. It is my understanding that Mr. Corette made the con- 
tact with them and made a verbal order for them to do this work. 

Mr. Lanican. When was that? 

Mr. Rarr. I would say—I am sorry I cannot be precise—it was 
either in August or early September. 

Mr. Lantaan. To get back to this Rocky Mountain organization, 
the group of Rocky Mountain companies, you say they keep no min- 
utes, they keep no records of their meetings? You have never seen 
any ? 

Mr. Rarr. I have never seen any minutes. 

Mr. Lanican. As far as you know, they don’t keep any minutes? 

Mr. Rarr. None has been delivered to me. 

Mr. Lanican. As far as you know, are their meetings and the agenda 
and arrangements all made orally ? 

Mr. Rarr. I don’t think it is outside the realm of probability that 
there have been letters written saying we are going to meet at Salt 
Lake City on such and such a date but I cannot say that of my 
knowledge. 

Mr. Lantcan. Have you ever seen any ? 

Mr. Rarr. I believe I have seen such letters. 

Mr. Laniean. Did you include any of those in the records sub- 
mitted with—— 

Mr. Rarr. I brought my file on the Rocky Mountain group. I do 
not recall whether there is such a letter in there or not. If there was 
such a letter, it would be merely that the time and place and meeting 
room had been decided upon. 

Mr. Lanican. When Mr. Corette went to Ebasco Services Co. in 
August or September 1952, do you know what material he asked for? 

Mr. Rarr. I cannot say exactly what he asked for. It is my under- 
standing he asked them to do research work on the cost of the Federal 
power program, the extent of the Federal power program, the cost 
and extent of the reclamation program, to do some statistical research 
as to the tax picture of the Federal program. I think it was a fairly 
general order. 

Mr. Lantean. And after this order for the preliminary material, as 
I recall, let me get it straight in my mind, you did not actually start 
working on the text and the charts until after the first of the following 
year; is s that correct ? 

Mr. Rarr. That is correct. 

Mr. Laniean. So prior to that time it was just a case of the ma- 

terial being gathered by Ebasco and being sent to you ? 

Mr. Rarr. And planning the book, thinking about it. 

Mr. LaniGan. But nothing was put down on paper until after the 
first of the year? 

Mr. Rarr. I canont honestly say, Mr. Lanigan, whether there was 
anything or was not anything prior to the first of the year put down on 
paper in the form of copy or dummy to be followed. I think probably 
there was not. 

Mr. Laniean. Now during the time that you were working on the 
booklet, did you consult with the representatives of any of the other 
four power companies involved ? 

Mr. Rarr. Did you mean when we first started working on the 
booklet ? 
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Mr. Lanican. Between the time that you got your instructions to 
work on the booklet and the time that you got a draft ready to send 
around, did you consult with any of the officials of the other power 
companies ¢ 

Mr. Rarr. As I recall, I did not. I believe the understanding was 
that the Montana Power Co. would take on the job of doing it. 

Mr. Lanican. When you came to getting the charts up, did you 
take the material that Ebasco gave you and work up the charts, or 
just how did you work them up? 

Mr. Rarr. Yes, we took the material. Mr. Corette and I discussed 
the book, sat down together. I laid out some dummies—very rough 
dummies, I might add—of the charts that I thought ought to be used, 
and in a general discussion, we agreed upon the charts. 1 don’t recall 
whether all my ideas were accepted, incidentally. 

Mr. Lanigan. And you and Mr. Corette are the ones who were 
responsible for selecting the material to be put in the charts? 

Mr. Rarr. That is correct. 

Mr.. Lanican. And the figures were those that were supplied by 
EK basco ¢ 

Mr. Rarr. That is correct. 

Mr. Lanican- And you don’t accept responsibility for any of the 
figures¢ The figures were not your own? 

Mr. Rarr. I would have to say that I think we are responsible for 
the figures in that we published them. If you mean did we prepare 
the figures ourselves, no, we engaged Ebasco to do that work. 

Mr. Lanicgan. Except for publishing them, you cannot personally 
vouch for the accuracy of any figures ? 

Mr. Rarr. By my own research ? 

Mr. Laniean. That is right. 

Mr. Rarr. No, not all the figures. 

Mr. Lanigan. How many copies of this booklet were prepared ? 

Mr. Rarr. I think I’d probably better explain that, Mr. Lanigan. 
We prepared 50 cupies, with the idea that we would distribute some 
of the copies to people in the Interior Department, and the remaining 
number of copies—and I am frank to say here I don’t know how many 
were used in the first instance, that is with the presentation to Inte- 
rior—but whatever was left over was distributed among the five spon- 
sors. 

The company presidents then decided they would like to use the book 
for general distribution, and we had 1,500 copies run off, which were 
distributed to those companies which requested them. As I recall, 
four of the companies ordered copies. Idaho Power Co. did not 
order copies. 

Mr. Lanican. What was the cost of the preparation of the 50 copies? 

Mr. Rarr. May I suggest, Mr. Lanigan, that in my file is a break- 
down of the costs, and I don’t have the figures in mind. If I could 
look at the exhibit which I have brought in answer to the subpena, I 
could find it for you very quickly. 

Mr. Laniean. Perhaps this document will help you. 

Mr. Rarr. Of these two sheets you just handed me, the second sheet 
is one which I prepared myself from contacting our accounting de- 
partment and getting the cost of the booklet. The cost of the original 

copy—the original edition plus the research and statistical work that 
was done in connection therewith, was $2,916.94. 
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Mr. Lanigan. And there were 50 copies prepared ? 

Mr. RaFr. That is correct. 

Mr. Lanigan. Was it after those 50 copies were prepared and dis- 
tributed that it was then decided to prepare the other 1,500? 

Mr. Rarr. My recollection is that that is correct, that after the 50 
copies were distributed, we decided to rerun it. 

Mr. Lantean. And this cost figure did not include any of the time 
that you spent on the book? 

Mr. Rarr. No. 

Mr. Laniean. How much time did you spend on the book ? 

Mr. Rarr. I don’t believe I could answer that question. I was work- 
ing on it off and on for a period in February and the early part of 
March I believe. I worked on it evenings for, I would say, roughly 
2 weeks or so, and I was in New York for a couple of days and worked 
on it. 

Mr. Lanican. How many times did you go to New York to work? 

Mr. Rarr. In connection with the book ? 

Mr. Lantean. In connection with the book. 

Mr. Rarr. I went to New York once in March in connection with 
financing work, at which time I went down to the Ebasco offices and 
did the final work in connection with the preparation of the book. 

Mr. Jones. Mr. Chairman, a point of aodett 

There is someone in the back of the room in one of those offices talk- 
ing so loud that it is disconcerting to try to hear the witnesses. Get 
those people back there off the telephone so we can listen. 

Mr. Cuuporr. Mr. Perlman, will you please ask anybody that wants 
to use the telephone to use it elsewhere until these hearings are over? 
It is very difficult to hear in this room. The acoustics are very bad 
and even with our microphones you cannot hear anything so just cut 
off all outgoing calls until such time as we finish and if you get any 
incoming calls make note of the number and call them back after we 
adjourn. 

Mr. Lanican. Could you read the answer to the last question ? 

(Question and answer read.) 

Mr. Lanigan. How much time did you spend with Ebasco when you 
went to New York? 

Mr. Rarr. In connection with the book ? 

Mr. Laniean. Yes. 

Mr. Rarr. To the best of my recollection the entire job took between 
2 and 3 days, and I do not mean that I worked 8 hours a day of those 2 
or 3 days, but I was there for: I think it was, between 2 and 3 days 
from the time I first contacted Ebasco in connection with this book 
until the time that I told them to let it roll. 

Mr. Lanican. Well, are your expenses reflected in that cost sheet 
which distributed the cost of the book among the power companies ? 

Mr. Rarr. This? 

Mr. Laniean. Yes. 

Mr. Rarr. No. My expenses are not in here. This was the alloca- 
tion of the Ebasco charges. 

Mr. Lanican. Were the other five companies charged at all for the 
time that you and Mr. Corette spent on the book? 

Mr. Rarr. No, they were not. 
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Mr. Laniean. All those expenses were, then, expenses of the Mon- 
tana Power Co. ? 

Mr. Rarr. That is correct. 

Mr. Lanigan. What accounts are your salary and traveling ex- 
penses normally charged to, do you know? 

Mr. Rarr. Normally, until July of this year, they have been in the 
advertising and publicity department. 

Mr. Laniean. In the advertising account? 

Mr. Rarr. And publicity, public relations. 

Mr. Lanican. Publicity. What account were the printing costs 
charged to that are mentioned there? 

Mr. Rarr. I don’t believe I can tell you that now. I can get the in- 
formation, but I don’t have that in mind right now. 

Mr. Lanigan. Would you present that information to the commit- 
tee ? 

Mr. Rarr. I would be glad to. 

Mr. Laniean. Did you have any discussion with anyone in the 
company as to whether these printing costs and preparation costs 
should be handled any differently than your normal advertising and 
publicity costs? 

Mr. Rarr. I don’t recall right now. I would say that—let me ex- 
plain it this way: That the charges for the book, the total charges for 
the book, undoubtedly were billed to us on the regular Ebasco bill, 
which I don’t see and which I don’t approve or distribute as to 
accounts, 

After we got the total charges, we informed the other companies 
as to what their share of the costs would be, and they reimbursed us. 

As to the accounting handling of those charges and reimbursements, 
I would have to get some information from my accounting department. 

Mr. Lanican. You will send that to us? 

Mr. Rarr. I will provide that; yes, sir. 

(In response to Mr. Lanigan’s request, Mr. Raff submitted the 
following information :) 


STATEMENT Re Book, THE FEDERAL PowER PROGRAM 


Expense of $1,173.78 assumed by the Montana Power Co. was charged to 
account 795-1 (all departments, special services, Ebasco bills). 


Mr. Lanican. Mr. Chairman, I would suggest that the breakdown 
of the charges among the companies along with the letter sending 
them to one of the other companies, be entered in the record at this 

oint. 
a Mr. Cuvuporr. Without objection, that letter and the charges will 
be admitted in the record. 

(The documents referred to are as follows:) 


THE MONTANA POWER Co., 
Butte, Mont., June 12, 1953. 
Mr. Henry B. SARGENT, 
President and General Manager, 
Arizona Public Service Co., 
Phoenia, Ariz. 

Dear Mr. SARGENT: Jack Corette has asked me to forward to you the attached 
statement of charges in connection with the research and printing for the red 
book on the Federal Power Program, which was done by Ebasco Services, Inc., 
at the request of the Rocky Mountain group. 
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We feel, and think you will agree, that the charges are quite high but they 
are the charges sent to us by Ebasco Services at our request for a detailed 
breakdown of costs. 

Sincerely, 
C. W. RAFF. 


ALLOCATION OF EspAsco CHARGES FOR BOOKLET ON THE FEDERAL POWER PROGRAM 


Ebasco’s charges for research, printing etc., of original book for Secretary 





CO ae ee 
Reorder of 1,500 copies: Cost for printing, changes ordered, ete___._---___--~- 11, 484. 98 
Raley SUPTOIE CRB E icc cinta eee tetitiomn Geviidinideinaschelig tabinwion 102. 63 

otal arees. i Prikting Gf b00K oo on ek sen bh b kw 4, 504. 55 
Allocation of costs Montana | Idaho | Colorado Utah | Arizona 


| 





Original order (cost of $2,916.94 split 5 
ways)...--- --| $583. 39 | $583. 39 $583. 39 $583. 39 | $583. 39 
Reorder of 1,500 copies, divided among | 
companies ordering books- - --- yn pced (‘) (‘) (‘) () () 
700 copies-_._- 693. 00 
200 copies... _- : te 198. 00 
300 copies__-._- at : SN as sd : : ‘ 297.00 |. de 
300 copies -- ae e : . | 297. 00 
Railway express chs We eas 45. 92 |.... 12. 24 21. 38 | 23. 09 
Each company’s share-.- Side 653, 1, 322. 31 | 583. 39 793. 63 901. 77 903 48 





1 $1,484.98 cost comes to 99 cents per booklet—allocation of cost of reorder made to each company order- 
ing copies on the basis of 99 cents per book. 


Mr. Lanicgan. When you started working on the book in January 
or February of 1953, did you—did that become what might be called 
a hurry-up job? 

Mr. Rarr. In 1953? 

Mr. Lanican. Yes. 

Mr. Rarr. Yes; I think you might say it was, for the reason that 
I lost a month or more, having been in the hospital. 

Mr. Lanican. Did you receive instructions from anyone to get 
the booklet out promptly at that time? 

Mr. Rarr. I don’t recall exactly, Mr. Lanigan. I would say that 1 
undoubtedly did get instructions from Mr. Corette, who probably told 
me we had been working on this long enough, we had better get it out 
of the way. 

Mr. Lanican. Did he tell you why it was necessary to get is out 
quickly ? 

Mr. Rarr. No. 

Mr. Laniean. Did he give you any reason for hurrying up on it ai 
that time? 

Mr. Rarr. None. I would say, other than the general reason that 
we had been “working on it quite a while, and we ought to finish 
it. 

Mr. Lanican. Did he give you any deadline at which time the 
book 

Mr. Rarr. No: he did not. He did not give me a date on which 
I had to meet a deadline. 

Mr. Laniean. Did he tell you he wanted to get the book out, 
in a month or 2 months? 

Mr. Rarr. No. I think he said he wanted to get the book out as 
quickly as he could. 
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Mr. Lantcan. Did he tell you why he wanted to get it out? 

Mr. Rarr. No; he did not. 

Mr. Horrman. May IL ask a question there, Mr. Counsel ? 

Mr. Cuuporr. Yes. 

Mr. HorrmMan. Presumably he wanted to use it and he wanted to 
get it out as quickly as he could. 

Mr. Rarr. That is right, sir. I just wanted to amplify my state- 
ment by saying I knew at all times what the purpose of the book 
was. 

Mr. Horrman. Mr. Chairman, I don’t appear for the power com- 
panies, but I do appear for myself, and in view of the fact we have 
so many other demands on our time, I wonder if the power com- 
panies, if their representatives are here, couldn’t get together this 
noon and, to save our time, just admit that they got together, that 
they put out this literature, that the purpose was to influence the De- 
partment of the Interior, if they could, into adopting a policy where- 
vy they could make more money and do more business and make a 
larger profit? What difference does all the detail make as to who 
paid for it? 

Mr. Cuuporr. Mr. Hoffman, I want to say this to you: I am 
voing to give you every possible opportunity to ask questions and: make 
statements. 

Mr. Horrman. Yes. 

Mr. Cuuporr. But in order that we proceed in an orderly manner, 
T want counsel to complete his questioning, and then I will call on 
members of the committee, the majority first, the minority afterward, 
and I think we will get along much better. I am not anxious to 
hurry this thing along. I would like to hear everything and to have 
orderly proc edure. And cer tainly, I know that you are always sug- 
gesting things to save time, especially time and embarrassment for 
some of the witnesses ; but, I am sorry, we are going to have to listen 
to everybody. 

Mr. Horrman. Well, I agree with you about that, that you are run- 
ning the thing and all. But there is so much of detail on things that 
are admitted. Now, I was only suggesting that maybe the power 
companies would get together at noon, with their representatives here, 
and admit some things; it would save a lot of time. 

What difference does it make how much they paid for this, that, 
or the other? The power companies paid for it. If they got stuck, 
they got stuck; and if they got it cheap, they got it cheap. That 
was all. There is so much detail that I can’t see the pertinency of 
it at all. 

Mr. Cxuuporr. Will you continue, Mr. Lanigan? 

Mr. LaniGan. I would like to get the witness’ answer to the last 
question, if the reporter will repeat ‘it. 

Mr. Horrman. If necessary, I will make objection on each of these 
questions, Mr. Chairman, when it comes to the detail ; and if the ruling 
is against me, I will appeal from the decision of the Chair, if we 
have to do it this w ay. I only thought we could get what you 
wanted—— 

Mr. Cuuporr. Mr. Hoffman, if you want to object and appeal from 
the ruling of the Chair and have a vote, that is only going to create 
a little bit of a filibuster, and it certainly will take three times as long 
that way than to hear the witnesses. 
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Mr. Horrman. I don’t care what you call it, but it is apparent, I 
would think, that many of these questions do not bear on the real issue. 

Mr. Cuuporr. Well, am not convinced that anything doesn’t bear 
on the real issue yet. I don’t think we have heard enough. If you 
will be patient, I think we will find out they do bear on the real issue. 
Will you continue, Mr. Lanigan ? 

Mr. Lanican. I asked the reporter to repeat the answer to the last 
question. 

Mr. Horrman. I might add, when the newspaper reporters are sit- 
ting back and don’t take notes, it seems to me there must be nothing 
of interest transpiring. 

(The last answer of Mr. Raff was read by the reporter. ) 

Mr. Rarr. I thought i it got lost in that exchange, but this 
is what I wanted to say. T don’t think it was necessar v for ‘him to give 
me a specific reason at that time, because T at all times knew what the 
purpose of the book was, and knew that, as in any case like that, the 
sooner you got these things out, the better. 

Mr. Laniean. What was the purpose of the book ? 

Mr. Rarr.:'To present to people in the Interior Department factual 
information about the problems which we thought we saw as existing. 

Mr. Lanican. It was to be presented as a statement to the Secre- 
tary of the Interior? 

Mr. Rarr. That is correct. 

' Mr. Lanican. Do you know what arrangements were made to pre- 
sent the book to the Secretary of the Interior ? 

Mr. Rarr. I can give you my understanding, and my understanding 
was that the presidents agreed that whoever was in Washington an d 
could make an appointment would do so, and place the book in the 
hands of the Interior Department people. If he was unsuccessful, 
the next man who was there would call for an appointment and try 
to present the book. 

Mr. Lanican. Do you know who made the first attempt to present 
it to anyone in the Department of the Interior? 

Mr. Rarr. Of my own actual knowledge, I do not. T have an as 
sumption, or I have an understanding of what I believe to be true, 
but I cannot vouch for the accuracy of it. 

Mr. Lanican. Well, could you tell us what your understanding is/ 

Mr. Rarr. Mr. Corette, I believe, attempted to make an appoint- 
ment and was unsuccessful. 

Mr. Lantean. About what time, about what day? 

Mr. Rarr. I would have to check my file to refresh my memory, 
but I would say, offhand, it was in the neighborhood of April of 195: 
It may have been late in March of 1953. 

Mr. Lantean. I have a letter here which I believe came from vour 
file, from Mr. Roach to Mr. Corette. Perhaps that will refresh your 
memory. 

Mr. Rarr. That would indicate that Mr. Corette made an attempt 
sometime in the latter part of March. 

Mr. Lantean. I think this letter should go into the record at this 
point, Mr. Ch: airman. It is a letter of March 20, 1953. to Mr. Corette. 
signed by “Tom,” on the stationery of T. E. Roach, president of the 


Idaho Power Co. 
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Mr. Cuvporr. All members of this subcommittee have a copy of 
this letter. Without objection, it will be admitted into the record at 
this point. 

(The letter referred to is as follows :) 

IpAHO PowER Co., 
Boise, Idaho, March 20, 19538. 
Mr. J. E. CoRetT rE, 
President, the Montana Power Co., 
Butte, Mont. 


Dear Jack: I am very much pleased with the Federal power booklet which 
accompanied your letter of March 13 and have no comments other than to say 
thanks for taking the lead in getting the job so well done. 

Because I understood Secretary McKay was away from Washington until the 
22d on a trip to the Virgin Islands, I assume you were not successful in making 
a personal contact before you left the East. 

Cordially, 
(Signed) Tom. 
T. E. Roacu, President. 

Mr. Lanican. That letter states: 


Because I understood Secretary McKay was away from Washington until the 
22d on a trip to the Virgin Islands, I assume you were not successful in making 
a personal contact before you left the East. 

Now, what was the next attempt at contact, so far as you are 
aware? 

Mr. Rarr. I can’t say of my own knowledge what was the next 
attempt. I think that Mr. Kimball made an appointment, and there is 
a letter in the file which Mr. Perlman looked at, which indicated 
that Mr. Roach made an appointment. Now, as to which of those 
men made the contact or whether both did, I have no knowledge except 
what I have heard. 

Mr. Lanigan. Why do you think that Mr. Kimball may have at- 
tempted to make a contact? 

Mr. Rarr. It was my recollection that he was in Washington along 
about that time, or a little after that time, and that he would un- 
doubtedly make the next contact because Mr. Corette was unsuccessful. 

Mr. Lanican. I wonder if you could identify this document that I 
just handed you. 

Mr. Rarr. Yes; this letter came from my file. 

Mr. Lanican. In that letter, it is signed, it is on the stationery of the 
National Association of Electric Companies, dated April 16, 1953, 
and signed by F. M. Radigan. It is addressed to Mr. Corette, presi- 
dent of the Montana Power Co., and on the copy which you have 
there is a checkmark after Mr. Corette’s name. It is addressed to 
Mr. Gadsby, President of Utah Power & Light Co., Mr. J. E. Loiseau, 
president of the Public Service Company of Colorado, Mr. John T. 
Kimball, vice president of the Arizona Public Service Co., and reads: 

GENTLEMEN : Mr. Tom Roach stopped by the office today and asked that I notify 
each of you that he had a very satisfactory meeting with Ralph Tudor yester- 
day and presented the booklet by the Rocky Mountain group to him. 

I ask, Mr. Chairman, that this letter go into the record at this 
point. 

Mr. Cuuporr. Without objection, let it be admitted in the record 
at this point. 

(The letter referred to is as follows:) 








f 
it 


1e 
s 


le 
is 


® 


O mM ct 


ct 


pa AOR 


rin ah ar i, 


‘tc 


See naltiistca 


> Satine clin SAPs oe cintimicy 


PE ie 2 hee IN OS is rhc LDN 9 NRE ar BO is Tt. 2 


EFFORTS TO INFLUENCE SECRETARY OF THE INTERIOR 21 


NATIONAL ASSOCIATION OF ELECTRIC COMPANIES, 
Washington, D. C., April 16, 1953. 

Mr. J. EB. Coretre, Jr., 

President, The Montana Power Co. 
Mr. G. M. Gapspy, 

President, Utah Power & Light Co. 
Mr. J. E. LOISEAU, 

President, Public Service Company of Colorado. 
Mr. JoHN T. KIMBALL, 

Vice President, Arizona Public Service Co. 


GENTLEMEN: Mr. Tom Roach stopped by the office today and asked that 
I notify each of you that he had a very satisfactory meeting with Ralph Tudor 
yesterday and presented the booklet by the Rocky Mountain group to him. 

Sincerely, 


FF. M. RApIGAN. 

Mr. Lanigan. Do you know of any other contacts that were made 
with people of the Department of the Interior with respect to this 
booklet ? 

Mr. Rarr. Other than those that I have just discussed, no, I do 
not. 

Mr. Lanican. To get back to the booklet, did you state that you 
wrote the statement on the back of the front cover that it was pre- 
pared for presentation to the Secretary of the Interior? Was that 
your 

Mr. Rarr. I believe I suggested that wording. I may have con- 
sulted with Mr. Corette about it, but I think I did it. 

Mr. Jones. Consulted with Mr. whom? 

Mr. Rarr. Mr. Corette. 

Mr. Jones. He is the president of the company ? 

Mr. Rarr. That is correct. 

Mr. Laniean. If you will notice on page 5 of the booklet, there is 
a chart showing the location of Federal projects involving electric 
power. 

Mr. Rarr. Yes. 

Mr. Lanicgan. And in that chart there are a number of circles, 
open circles, and it states that these indicate projects which are au- 
thorized or proposed. 

Could you tell us what is meant by an “authorized or proposed” 
project ? 

Mr. Rarr. I think the wording says “approved or proposed.” 

Mr. Laniean. “Approved or proposed”; that is correct. Will you 
tell us what is meant by “approved or proposed” projects ? 

Mr. Rarr. It means, I would say, that it was either approved by 
Congress or Poon by the Interior Department and/or the Corps 
of Engineers, and/or any other agency in the Government which is in- 
terested in power development. 

Mr. Lanigan. What do you mean by “approved by Congress” ? 

Mr. Rarr. I am sorry, I misspoke. I meant approved by the head 
of the agency, such as the Secretary of Interior. 

Mr. Lanican. I see. Now, are you aware that the Supreme Court 
has held that when the Corps of Engineers presents a plan in which 
various projects are enumerated, that they are not necessarily pro- 
posed as Federal projects? I am referring to the case of Chapman 
v. Federal Power Commission, which involved a project at the Roa- 
noke Rapids in Virigina. 
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Mr. Cuuporr, Mr. Lanigan, since you raised the question of that 

‘ase, would you give us the citation so that we would have it appear 
in the record ? 

Mr. LAniean. This case appears in volume 345 of the United States 
Reports, page 153. 

Mr. Rarr. May I go off the record for just a moment and ask a 
question ? 

Mr. Laniean. Yes. 

( Discussion off the record.) 

Mr. Laniaan. I asked if you were aware—— 

Mr. Rarr. Could I explain in my own words, and maybe that 
will- 

Mr. Laniean. Yes; go ahead. 

Mr. Rarr. The black dots or the filled-in dots are those that are 
existing plants in serv ic e. 

Mr. Cuvporr. That is on page 5 of the red book ? 

Mr. LaniGan. That is right. 

Mr. Rarr. The second one, or the circle that is half filled in, is under 
construction. The third—I don’t know what that is in the middle of 
it; I think it is two lines—is authorized, which to me means that 
Congress has approved it. And the open circle is approved or pro- 
posed ; and my understanding of “approved,” if I could give an 
illustration : Congress approv ed the Missouri Basin project, and they 
authorized for construction certain initial phases of that, but in- 
cluded in the original approval of the plan were a number of projects 
for which authorization, as I understand it, was not given at that 
time, but there was general approval of the plan. 

Mr. Jones. Mr. Chairman, may I ask a question at that point? 
What is the object of the chart ? 

Mr. Rarr. The object of the chart is to show the growth of the 
Federal power program. 

Mr. Jones, Well, you mean it was included in the booklet in order 
to prove that they should not be constructed ? 

Mr. Rarr. This sheet, Congressman, I would say, is a factual sheet 
showing the great number of projects under consideration or being 
built or existing, by the Government, in 1952, as compared with 20 
years previously. 

Mr. Cuuporr. This chart shows 

Mr. Jones. And your company is in opposition to it, is that the 
reason it was submitted to the Department of the Interior? 

Mr. Rarr. That is correct. 

Mr. Jones. To disclose that you and the affiliated companies in 
your area were opposed to any continuation of the historic Federal 
policy ? 

Mr. Rarr. That is correct. 

Mr. Cuvuporr. Mr. Jones, what this chart is trying to show is that 
very few people had any Federal power in 1932, but in 1952 a good 
cross section of the Nation had it, and certainly the private com- 
panies objected to the Federal Government being behind the power. 
They either wanted to supply it themselves or not give it to anybody. 

Mr. Jones. I understood that was the answer given by the witness. 

Mr. Moss. Mr. Chairman, would you yield at that point? TI am 
interested in tving the chart into the statement made earlier by you 
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that this booklet was prepared in order that the new Secretary, who- 
ever he might be—on your understanding that. regardless of the out- 
come of the election, there would probably be a new Secretary—would 
be more readily familiar with the problems and the picture im the 
Rocky Mountain area; and in going through the booklet, I see no 
eraph or statement that ties this booklet into a discussion of any of 
the problems of the Rocky Mountain area or the area served by the 
companies participating in the prepar: ation of the booklet. It seems 
to me an inconsistency in the statement and in the chart. 

Mr. Rarr. Congressman, I would say our position is that our prob- 
lem is the same problem that exists nationw ide, in our opinion. 

Mr. Moss. Well, then, you did not mean to say that you were just 
presenting facts on the Rocky Mountain area, as would be indicated 
by your statement earlier / 

Mr. Rarr. I think these facts exist in the Rocky Mountain—to that 
extent——. 

Mr. Moss. First let us say that we have a slight disagreement as to 
whether they are facts. This material you feel applies to the Rocky 
Mountain area as well as the rest of the Nation / 

Mr. Rarr. I feel the material applies, Congressman, and I respect- 
fully submit that I think it is factual. 

Mr. Lanican. Now, am I correct in understanding that these circles 
that are open, and show approved or proposed projects, include all 
of the projects which have been included in the Army engineers’ re- 
ports as part of river-basin studies ¢ 

Mr. Rarr. Without having had an opportunity to check the back- 
ground material thoroughly, | would say that is correct. 

Mr. Lanigan. You say without havi ing an opportunity— 

Mr. Rarr. Well, I don’t have the bac ‘kground in front of me for 
this one chart, sir. That is the only thing I meant. 

Mr. Laniean. Did you check this precise meaning of all these circles 
before you put the chart into the booklet ? 

Mr. Rarr. I will have to say that since I have been with the power 
company, I have found not too much agreement among anyone as to 
the difference between “authorized” and “approved.” 

Mr. Lanigan. Where did this map come from ? 

Mr. Rarr. It was prepared by Ebasco. 

Mr. LAnIGan. I see. 

Now, are you aware that the Supreme Court, in the case which I 
cited, has held that the mere fact that a project is listed in one of these 
river-basin reports does not mean that it is a Federal project, but that 
it can be licensed as a private project ? 

Mr. Rarr. I will accept your statement as to the Supreme Court 
ruling. I am not familiar with it precisely. I will say it is my under- 
standing that it was the Interior Department’s position in that case 
that it meant just the opposite; that when it had been approved, it 
meant it was reserved for Federal construction. 

Mr. Lanican. But they did not prevail in that case. 

Mr. Rarr. I think that is correct. 

Mr. Laniean. And, as a matter of fact, the Federal Power Com- 
mission has subsequently issued a license for Hells Canyon, which was 
also included in an engineers’ study. 

Mr. Rarr. That is correct. 
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Mr. Lanican. So, as a matter of fact, these circles, open circles, do 
not all represent Federal projects. They just represent projects which 
are in a river-basin study ; isn’t that correct ¢ 

Mr. Rarr. At the time we prepared the book, I would say that our 
position was that they had been approved or proposed, and that there 
at least had been an attempt to have the Government build them, or a 
feeling on the part of some people that the Government should build 
them. 

Mr. Lanican. Would you say that this would be a correct chart 
showing the location of Federal projects involving electric power as of 
today, as of your knowledge as of today ¢ 

Mr. Rarr. I am sure that all of these things change year by year 
and month by month, so that there would undoubtedly be some changes 
if we were to do the map today. 

Mr. Laniean. I want to call your attention to a chart on page 15, 
called How Estimates on Federal Projects Climb. Would you tnrn 
to that chart? 

Mr. Rarr. I have it before me. 

Mr. Lanican. Now, that purports to show changing estimates on the 
Central Valley project in California. 

Mr. Rarr. Yes, sir. 

Mr. Lanican. And on the previous page you cite various examples 
to show that original estimates and latest estimates show a wide 

variance. Do you know whether or not the Central Valley project 
which you show here having an original estimate of $170 million, is the 
same project for which you show the latest estimate of $661 million ¢ 

Mr. Rarr. Whether it is the same project ? 

Mr. Lanigan. Yes. 

Mr. Rarr. It is the same project, but it has been enlarged con- 
siderably. 

Mr. Laniean. I see. Then you agree—— 

Mr. Moss. Mr. Chairman, on that point, what do you mean when 
you say it is the same project ¢ You mean the same legal entity, but 
that other features have been added, or do you mean that the e: ape city 
of the principal features existing at the time of the $170 million 
estimate had been enlarged ¢ 

Mr. Rarr. Congressman, I don’t think I understand your question. 

Mr. Moss. Well, there is a great difference between, we will say, 
deciding to build a higher level dam or adding to a project additional 
features such as other dams and canal systems. Which do you mean ¢ 
Merely the capacity of the features of the project which were included 
in the $170 million had been expanded, or that the project had been 
added to materially by the Congress ? 

Mr. Rarr. This book was prepared in 1952, Congressman. [ would 
have to go back and check on this particular point. I am not prepared 
to give « aniled answers on every single project that was included in 
the book. I would say this, in answer to your question, sir: that one 
of the things that was of concern to us, among others, is that a project 
would be placed before Congress on a certain basis of size and cost ; 
that once the authorization was made and the initial appropriation 
made, the project was expanded and, therefore, was expanded in some 

cases, I believe, without going back to Congress for a reauthorization, 
although i in the case of the Central Valley project, I believe they have 
been back for reauthorization of certain features. 
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Mr. Moss. For a number of additional authorizations of a number 
of additional features of major proportions. 

Mr. Rarr. That may be correct, sir. 

Mr. Moss. Would you say that once a project is authorized, that 
the right of the people in the area proposed to be served is forever 
foreclosed to petitioning the Congress for any additions? 

Mr. Rarr. Oh, no, sir. 

Mr. Moss. Because in this instance, these statistics become very mis- 
leading. This project has been added to in a number of major in- 
stances. 

Did you determine the cost index in 1937 and the cost index today 
on projects of this type, and adjust your figures to reflect the difference 
in the buying power of the dollar, so that the figures would be more 
meaningful as a matter of comparison ? 

Mr. Rarr. I don’t recall whether or not that was done. I would 
suggest that the Ebasco people, who did the research and the chart 
work, might better be able to explain that than I. However, ] 
would—in answer to your question, sir, you have asked me whether 
we have taken into consideration the increase in costs between 1947 
and today. 

Mr. Moss. 1937. 

Mr. Rarr. 1937 and today. This was in 1952, not today. 

Mr. Moss. Let me say at the moment of the preparation of your 
document. I think the cost index would have changed materially 
from 1937 to 1952. And I know, as a matter of fact, that the $170 
million reflected the costs on the basis of 1937 indexes. 

Mr. Cucporr. Mr. Moss, let me say this to you: It is apparent from 
what we hear from this witness, and I cannot say that I blame him 
very much, that Ebasco got the figures together and sent the charts, 
and so forth, to him. He was under a duty only to put them together. 
He put them together and, not being a lawyer, he has done a good 
job, because you know when a lawyer goes into court, he doesn’t put 
anything in the brief that is going to hurt his cause. He only puts 
his best foot forward, so he only took what charts he thought would 
best build up a case for his people, and he just included them in the 
book. 

Mr. Moss. I understood that the charts, while prepared by Ebasco, 
were prepared under orders of the participating companies. 

Mr. Rarr. That is correct. 

Mr. Moss. Are you prepared to vouch for the accuracy of the charts 
and to undertake full explanation of them or answer any inquiries 
regarding them. 

Mr. Rarr.. I don’t believe my answer, Congressman, if you will per- 
mit me, was that broad. I said—I think Mr. Lanigan asked me if I 
would vouch for the figures, and I said I thought we were responsible 
for the figures, but that Ebasco prepared them, and I am sure they 
would be in much better position to answer the technical questions 
that you pose. 

Mr. Cuvuporr. Mr. Raff, isn’t it true that Ebasco gave you the facts 
and figures, and then you took out of those what you thought ought 
to be in this pamphlet to make your case better ? 

Mr. Rarr. That is correct. 

Mr. Cuuporr. For the Secretary of the Interior. 

Mr. Rarr. And to present the facts as we saw it. 
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Mr. Cuvporr. And if you found something which did not help 
your case, you just left it out? 

Mr. Rarr. I can’t answer that last question. I don’t believe they 
presented any facts to us which we considered to be unfavorable and 
we threw out. 

Mr. Cuvporr. In other words, Ebasco only gave you those facts 
which were favorable to your people ¢ 

Mr. Rarr. Ebasco gave us the facts as we asked them. We asked 
them for certain cost estimates, for certain increases in development 
and in costs. 

Mr. Kwox. Mr. Chairman, I am not going to object, but I will 
reserve the right to object relative to the question of the Ebasco report. 
The Ebasco company is an engineering firm, and their prime motive 
is to make studies not only of private operations, but also Government 
operations, end for the chairman to make a statement relative to the 
fact that Ebasco has deliberately left out a part of their engineering 
study, I think is presumptuous on your part or anyone who should 
make the statement. 

Mr. Cuvporr. Mr. Knox, I do not think you understood me. I did 
not say that. I said Ebasco supplied the facts and figures, and the 
witness put them together, and anything he felt would not help his 
canse or his case with the Secretary of the Interior, he left out. 

You did not put everything Ebasco gave you in this pamphlet? Is 
every single thing they gave you in this pamphlet ? 

Mr. Rarr. Oh, no, sir. 

Mr. Cuuporr. I have no quarrel with Ebasco. I will ask them when 
T get them before us. 

Mr. Rarr. I think I can explain. In the letters and the documents 
which Mr. Perlman and Mr. Romney saw in my office, and which they 
obtained copies of, there were pages and pages and pages of statistics. 
If for no other reason, we couldn’t use them because we did not have 
space for them. 

Mr. Jonas. Before we leave that point, may I ask him a question? 

Mr. Cuuporr. Yes. 

Mr. Jonas. As I understand it, this book is supposed to have been 
factual material based upon studies as to investment, costs, and so 
forth, in the expansion of the Federal power program. 

Mr. Rarr. That is correct. 

Mr. Jonas. It is not a brief or a book defending a position or an- 
nouncing a position. It is merely supposed to be a statistical work 
or material which you believe to be correct. 

Mr. Rarr. That is correct. 

Mr. Jonas. And the question of whether you would leave out some- 
thing that is not favorable to your cause, as suggested by the chairman 
of the subcommittee, that question did not arise in your mind, did it? 

Mr. Rarr. It did not. 

Mr. Jonas. You were trying to assemble in one volume a, mass of 
statistical information, and let the chips fall where they may; isn’t 
that correct? 

Mr. Rarr. That is correct. I would say, in further amplification of 
that, that we did get so much statistical material that we would have 
had a book 2 or 3 feet thick if we had included all of it. We were 
trying to make a book that was readable and concise. 
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Mr. Jonas. The material you rejected, therefore, and did not use 
in the booklet, was not material that was contrary to the position you 
were taking, but supplementary material that you did not have room 
for in the booklet ? 

Mr. Rarr. That is correct, Congressman. 

Mr. Cuuporr. Mr. Moss, I believe you had a question. 

Mr. Moss. I just want the record to show when the statement is 
made that this is a compilation of factual material, and only that, that 
is not correct. There is text here which states conclusions, which at 
best can be described as propaganda. It is not factual that for 20 
years the Government was aimed toward socialism or a power monop- 
oly. That is a conclusion. It reflects an opinion. But it certainly 
does not reflect a fact. The booklet is a very carefully devised case 
of supporting propaganda, making use of available statistics in a 
most: favorable light for the case being made on behalf of the power 
companies. 

Mr. Cuuporr. I want to say, I agree with you, Mr. Moss, a hundred 
percent on that statement. 

Mr. Jonas. Before we leave that, may I have one other comment to 
make ¢ 

Mr. Cuuporr. Yes. 

Mr. Jonas. I would like to read the following sentence from the 
booklet prepared by the Montana Power Co., of March 1948, which 
has been referred to heretofore by the witness. The opening sentence 
is quoted from a statement by H. S. Raushenbush in contributions to 
the Socialism of Our Times and to the Socialist paper the New Leader. 

He was subsequently Chief of the Research and Power Planning 
Branch of the Power Division of the Depar‘ment of the Interior until 
January 15, 1947, and this is what he is quoted as having said in this 
book : 


Our long-time aim is the abolition of the profit system for private use. 


That sort of bears out the statement attributed to the witness in 
this book. 

Mr. Cuoporr. That same sentence is in this red booklet on page 35. 
It says: 

Our long-time aim is the abolition of the profit system for private use. 


Mr. Jonas. Apparently quoting Mr. Raushenbush. 

Mr. Cuuporr. That is an age-old argument of the Republican 
Party. Every time we do something in social security, or housing, 
they say it is socialism; that we are trying to abolish the profit system 
for private use. 

And surely with power supply 87 percent in private hands and 13 
percent in public hands, that argument is kicked out of the window. 

Mr. Moss. Mr. Chairman, I think the one fact that is incontroverti- 
ble is that the private utilities, electric or whatever nature of service 
it might be, and the bulk of private industry, the great majority of 
them, were in a far healthier condition in 1953, when the New Deal 


or the Fair Deal surrendered power, than they were in 1932, when it 
assumed power. 


Mr. Knox. Mr. Chairman—— 
Mr. Cuuporr. Yes, Mr. Knox. 


82402—56——3 
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Mr. Knox. H.S. Raushenbush is quoted here as saying in the book- 
let prepared by the Montana Power Co., March 1948: 

One good man with his eyes, ears, and wits about him inside the Department 
* * * can do more to perfect the technique of control over industry than a hun- 
dred men outside. 

* * * scattered series of great generating plants selling their power within 
a 500-mile radius might be expected to have a very considerable influence upon 
the extension of public ownership to the transmission lines and the whole 
industry. 

Mr. Cuuporr. Yes, Mr. Knox, and that is in this pamphlet of 1952 
called The Federal Power Program, as part of the conclusions under 
The Socialist Approach. Of course, that has been the cry of the 
power companies for many, many years. 

I want to say this to vou, that if it were not for Franklin Delano 
Roosevelt and the New Deal, you would have hundreds of thousands 
of people in the Middle West and the West without power today. 

Mr. Moss. In my State, the expansion of the Central Valley has 
been vigorously supported by the Republican administration as a mat- 
ter of sound public policy. 

Mr. Cuuporr. With all the power supply 

Mr. Moss. It is being so supported today by the current Republican 
administration. 

Mr. Cuupvorr. With all the current power in California supplied by 
the Pacific Gas & Electric and by the co-ops, we still do not have 
enough. 

Mr. Moss. I would say it is a matter of area concern rather than 
a matter of basic political philosophy. 

Mr. Jonas. This is a quotation from Mr. Carl Thompson, who was 
employed as a consultant and publicity man for the Bonneville Ad- 
ministration, and I quote what they say he said: 





* * * and finally, the Nation will take over, one after the other, the public 
utilities, mines, railroads, interurban electric lines, powerplants, telegraph and 
telephone systems, waterways, forests. 

And Mr. Kenneth Markwell, the Assistant Commissioner, Bureau 
of Reclamation, at a program conference in Washington in 1947, said 
this, and I quote, according to this book : 

I would like to offer by opinion that the Bureau should regard itself. gome- 
what as a utility which would supply the needed power of the West just as 
Bonneville does the Northwest. 

If those statements are in the booklet we are now discussing or 
which is the subject of this hearing, it is evident that the author was 
quoting these representatives of the former administration. 

Mr. Cuuporr. They are not in that. In this book they only quote 
the Socialist platform of 1920, Carl D. Thompson, the Socialist New 
Leader of 1925, and H. S. Raushenbush, in The Socialism of Our 
Times, and in the New Leader. 

I want to say this to you: I think that has always been the philos- 
ophy of the Bécislist Party, expressed by their various leaders. 
But what this book is trying to do is tie these statements into the 
Democratic Party, and you know the Democratic Party does not 
believe in it; they have never believed in it, and won’t believe in ‘it 
later. 

Mr. Moss. I might suggest that a little research might turn up 
some interesting quotes which the majority members of the com- 
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mittee could place in the record. However, the quotation included 
here is a self-serving quotation which proves no fact. The gentle- 
men were not top-level policymakers. Some of them may still be 
with the Government. They may have come in long before the New 
Deal. You have no record of their employment here, Mr. Jonas. 

Mr. Knox. Mr. Chairman, who was H. S. Raushenbush? May I 
say he was subsequently Chief of the Research and Power Planning 
Branch of the Power Division of the Department of the Interior 
until January 15, 1947. 

Mr. Jonas. May I add, Mr. Chairman, that these quotations to 
which reference has been made were not just prepared for a new ad- 
ministration, whatever it might be, in 1953. They are taken from 
this pamphlet that was prepared in 1948, while the other administra- 
tion was In power. 

Mr. Moss. I would suggest for the record, Mr. Chairman, that we 
might have a record of the number of copies of the 1948 pamphlet 
which were printed, and the manner of distribution of the pamphlet. 

(In response to Mr. Moss’ suggestion, Mr. Raff submitted the fol- 
lowing information :) 


THe Montana Power Co.: STATEMENT Re Book, Pusric Power Mrans Hier 
TAXES, SOCIALISM, AND LESS MONEY FOR IRRIGATION, 1948 


This booklet was written and prepared by certain employees of the Montana 
Power ©o* and was printed, in accordance with their instructions, by the McKee 
Printing Co., of Butte, Mont. 

Fifteen hundred copies were printed. 

Distribution was as follows: 

First: To members of the Senate and House Interior Subcommittees of the 
Appropriations Committee. 

Second : To supervisory employees of the Montana Power Co. 

Third: To members of the public interested in power problems in the com- 
pany’s service area. 

Fourth: To various people and organizations requesting copies. 

The company has a dozen or so copies remaining. 

Mr. Cuvuporr. You know there was an election in 1948, too. 

Mr. Moss. I am not trying to tie any conclusions from that. 

I am interested in Mr. Raff’s statement that— 

We have felt and we feel now that it is our duty to our customers and to the 
public to make known openly and factually our side of any situation. 


I think the matter of interest here is that the original distribution 
was limited to 50 copies, which would not seem to be an all-out effort 
to inform the public openly and factually of the position taken by 
these firms. 

Mr. Knox. Mr. Chairman, I should like to conclude my views on 
this question. Carl D. Thompson, I believe we should look at this 
gentleman’s background and as to his employment. Carl D. Thomp- 
son, at the time this booklet was issued, according to the statements 
before me, was employed as a consultant and publicity man for the 
Bonneville Administration. I quote from the booklet: 

And finally, the Nation will take over, one after the other, the public utilities, 
mines, railroads, interurban electric lines, powerplants, telegraph and telephone 
systems, waterways, forests. 

And the gentleman at.that time, Mr. Thompson, was employed by 
the Bonneville Administration. 
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Mr. Cuuporr. I want to say this to you: I think we ought to get 
back to the witness, gentlemen. But I was just interested in noting 
if there were only 50 copies of these booklets prepared, according to 
the witness’ statement. They cost $40 a copy, the way I figure it. 
Certainly $40 a copy is not cheap. 

Mr. Rarr. Mr. Chairmen. the cost of the first printing included the 
research and statistical work, too. If we had printed hundreds of 
copies or thousands of copies, the cost per copy, of course, would go 
down. The cost of printing, apart from the research and statistics 
that go into it, is always greater for the original or for the first part 
of the job. As you print more copies, the cost goes down, of course. 

Mr. Cuvporr, I just want to ask you one question: Is it not a fact, 
Mr. Raff, that this booklet, The Federal Power Program, was definitely 
put out by all these power companies as propaganda for espousing 
the cause of the companies rather than as a factual statement for the 
use of anybody who might want to look at it? 

Mr. Rarr. I] must—I can’t agree that it was propaganda. We think, 
and still think, it was a factual statement of the situation which existed 
and which we expressed and felt some concern about. 

Mr. Cuuporr. Thank you. You may continue, Mr. Lanigan. 

Mr. Laniean. To get back to this chart on page 15, you have the 
latest estimate as $661 million. Is that the estimate for proposed, 
approved, or authorized segments of the Central Valley project? 

Mr. Rarr. Without the supporting data to look at, Mr. Lanigan, 
T cannot answer that question right now. It is possible that I might 
not even be able to then. 

Mr. Lanican. When you got up this chart, did you check to see 
whether it was proposed, approved, or authorized ? 

Mr. Rarr. We at all times asked Ebasco to keep very close check, 
and we questioned them on the accuracy of these charts. 

Mr. Lantecan. Do you think it is accurate to say that the estimate 
has climbed 289 percent in 15 years, even considering the change in 
the value of money in that time, if a number of other projects have 
been added to the original project ? 

Mr. Rarr. As I answered Congressman Moss, there may have been 
some additional features started. However, on the other page, where 
there are other examples listed, I am sure that Fort Randall Dam, for 
instance, going from $75 million to $197 million, and Garrison Dam 
going from $130 million to $278 million, was not entirely due to change 
in the cost of construction costs, or construction 

Mr. Lanican. Were transmission lines added to those projects ? 

Mr. Rarr. There may have been; yes. 

Mr. Lantcan. Do you know when the Fort Randall and the Garri- 
son Dam projects were first proposed and estimates made ? 

Mr. Rarr. I don’t keep that in my memory. I would have to check 
the figures. 

Mr. Lanican. Well, many of these estimates are 15 to 20 years old, 
are they not? The Central Valley one, I believe, is 20, and 

Mr. Rarr. At that time it was 15, yes. 

Mr. Lanican. Are you aware that in the case of the Central Valley 
project, there have been—I will just list a few of the major additions 
to the project since the 1937 authorization. There is the Friant-Kern 
distribution canal system; the Madera canal system—— 

Mr. Rarr. Pardon me, Mr. Lanigan, do you have the dates? 
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Mr. Laniean. I can give you some of the dates. I will give you 

those here. We have the Folsom Dam, with a capacity of 135 million 
acre-feet capacity, 162,000 kilowatts; Nimbus Dam at 13,500 kilo- 
watts were added in 1949; and so was the Central Valley transmission 
system. The Sly Park Dam, 41,000 acre-feet, and on Sly Park Creek 
a diversion tunnel was added in 1949, also. In September 1950, there 
was the Sacramento canal, the Corning canals, the Tehama-Coluso 
om and the Chico canal, and the diversion works and a pumping 
olant. 
Now, the reason I ask you about this latest estimate, and whether 
it was the authorized or proposed, there have also been at least 10 or 
12 other additions proposed. These proposals, these additions, oc- 
curred during a war when there was the necessity of completing the 
distribution system and of adding to the food and fiber produced in 
the area. Were you really aware of all those changes in the project 
when you approved this chart? 

Mr. Rarr. I am sure that I knew that Central Valley project had 
grown in size, yes. I am not sure that I was aware of every change 
that had been made. 

Mr. LANicANn. Do you think it is accurate to say that the estimate 
has climbed 289 percent, taking into consideration the changes in the 
scope of the project in that period ? 

Mr. Rarr. I would say, without particular reference to the Central 
Valley project, that, as a general matter that is one of the things that 
has concerned us, that projects are authorized as to one size and cost 
and, once having gained the authorization, it becomes that much 
simpler to increase both the cost and the size of the project. 

Mr. Lanican. I would like to point out, you have used figures here, 
on this preceding page, of the origirfal estimate. Those estimates 
frequently were made many years before the projects were authorized. 
In fact, even today, there are many estimates found in the Corps of 
Engineers’ reports on a project which the Congress has not yet au- 
thorized. 

So it is not a case of authorization. You say the originanl esti- 
mate—— 

Mr. Rarr. I would have to say, Mr. Lanigan, that I am sure the 
back-up material which was prepared for these charts, and a copy of 
which I do not have before me now, would show the dates of the 
original estimates. 

Mr. Laniean. I see. Are you aware of the difficulties that some of 
the private engineering firms have in estimating projects, electric 
projects? 

Mr. Rarr. I don’t have any detailed engineering knowledge of it. 
Thave a—I will accept the fact 

Mr. Lanican. I have a Comptroller General’s report which was 
made in 1953 on an Ebasco project in [linois, the Jopa plant, which 
shows that in 1950 Ebasco estimated the project at $65,300,000; and, 
when the project got underway 3 years later, the estimate had reached 
$128,500,000, or there had been an increase of 96.7 percent in only 3 
years. So apparently changes in estimates aren’t limited only to 
Federal projects. Is that correct? 

Mr. Rarr. I would accept that as the fact. If we are to discuss 
examples, I would like to point out to the committee that we have a 
hydroelectric project in Montana which was built and is operated by 
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the Montana Power Co., which was first built, the dam and first unit 
were built in 1939. A second unit was added in 1949, and a third unit 
was added in 1954. When the original dam and first unit were built, 
the cost was $100 per kilowatt; and, including all of the additions 
of units which have been made, the cost is still $100 per kilowatt. So 
you can keep prices down if you want to. 

Mr. Jonas. Before you leave that, may I ask Mr. Lanigan a ques- 
tion? 

Mr. Cuuporr. You mean the witness, or counsel ? 

Mr. Jonas. Maybe this is an observation. I think Mr. Lanigan can 
probably answer it. Apropos his question concerning the increases in 
costs over estimates at Joppa, was that the job in which the construc- 
tion was held up the better part of a year because of strikes, and a 
labor leader was found guilty, that is, a union leader, found guilty in 
éourt of an effort to coerce the company into paying him off in order 
to call off the strike? Do you know about that situation ? 

Mr. Lanitcan. There were labor holdups in the Joppa situation. At 
the same time, labor troubles also occured in a plant across the same 
river built by the Tennessee Valley Authority, the same number of 
units, and they had considerable labor losses due to strikes, and they 
kept within the same, within their original estimate. 

The Comptroller General’s report goes into the various aspects of 
the problem at great length, and points out that labor did play a part 
in the increase, but there were many other factors. 

It points out there were a number of faulty engineering studies made 
in the beginning ; buildings were located so that the places were subse- 
quently flooded and had to be relocated; that the administration 
building, the site of the administration building was improper] 
engineered, and consequently the costs of the administration build- 
ing increased tremendously. 

And it also goes into problems of supervision and generally poor 
estimates of the productivity of labor in the area, which were well 
known to people who worked in the area. 

Mr. Jonas. Mr. Chairman, in view of that, I would like to suggest 
that the committee authorize the representatives of Ebasco who are 
here today to bring to the committee people of their own choice who 
will be able to explain these facts. I made that request in view of this 
attack that has now been made upon the professional ability and com- 
petence of Ebasco. 

Mr. Cnuuporr. For your information 

Mr. Jonas. May I finish? You have subpenaed certain people 
from Ebasco, people you have selected. I am suggesting that they 
be permitted—the people they have here pursuant to your subpena 
may not be the people who are familiar with that Joppa situation, 
and in view of the attack that has been made upon the professional 
standing of Ebasco here this morning, I think they ought to be per- 
mitted to bring witnesses of their own choice here to answer. 

Mr. Cuuporr. Mr. Jonas, in reply to that, with all due respect to 
your argument about the committee or counsel for the committee ac- 
cusing Ebasco of certain things, I do not think that is true. I think 
all Mr. Lanigan read from was a report of the Comptroller General 
of the United States on Atomic Energy Commission Contracts for 
Electric Power, part I, Review of Ebasco Services, Inc., Performance 
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at Joppa, Ill., Steam Electric Station of Electric Energy, Inc., which 
was issued on March 31, 1955. 

He did not accuse anybody of anything. All he did was read from 
a report. This is a matter of public record, and certainly I want to 
say this to you, Mr. Jonas. If Mr. Phillips and Mr. Garvin and thie 
Secretary of Ebasco Services, Inc., who were subpenaed by this com- 
mittee, are not in position to answer any question we might ask them 
concerning the preparation of the facts and figures for the Federal 
power program booklet which they drew up, certainly they will be 
in a position to call people who do know the facts to give us the answers. 
We will not say they cannot do that. 

Mr. Jonas. I am asking that they be permitted to have somebody 
from their engineering department or home oflice come here to answer 
this charge which has been read in the record. 

Mr. Cuvuporr. We certainly feel that it is not before us, the charge 
against Ebasco by the Comptroller General. If they want to write 
a letter to the Comptroller General and answer those charges, they 
have a right to do it. We just read what the report said. We are 
not saying it is good or bad. This is a matter of public record. 

Mr. Jonas. Yes; but I am questioning the justice or the fairness 
of committee counsel reading into the record of this hearing a part 
of a record in another hearing or part of a report, without giving 
the people attacked an opportunity to explain or present their side 
of it, that is all I am asking for. 

Mr. Cuvuporr. We have not attacked anybody. We just read what 
the Comptroller General said as a result of a committee of the 
Congress—— 

Mr. Jonas. You did not read all of it. 

Mr. Cuuporr. If you will feel better, at this point in the record we 
will put the entire report in. 

Mr. Jonas. I don’t want the entire report in the record. I want the 
people who have been charged with incompetence and engineering 
inability, to have an opportunity to present before the committee, for 
this record, whatever they would like to say in answer to those charges. 

Mr. Cuuporr. I see no charge of incompetence. I do not think I 
have charged Ebasco with any incompetence. 

Mr. Jonas. Counsel has. 

Mr. Cuuporr. No, he has not. 

Mr. Jonas. I just offer the suggestion. 

Mr. Cuuporr. I just offer the suggestion to you, Mr. Phillips is 
here, Mr. Garvin is here, and the secretary of the company is here. 
If one of them cares to make an answer to those so-called charges—- 
I don’t think they are charges—when he is called upon to testify, 
we will certainly let him do it. I do not want to be a party to any 
thoughts of anybody on this committee that we are blocking Ebasco 
from explaining anything that we mention as a result of the Comptrol- 
ler General’s report. 

Mr. Jonas. As a matter of fact, I think it was all entirely out- 
side of the scope of this investigation, and ought not to have been 
brought into it by counsel. 

Mr. Cuvporr. Except that the facts—— 

Mr. Jonas. Thoroughly irrelevant. 

Mr. Cxrupvorr. Except that this witness stated that the increase 
over original cost estimates for certain Federal projects was 200 
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, alm ; yercent in some cases. Counsel was just ask- 
vercent, almost 300 percent in so case Counsel v ust ask 


ing the witness whether or not private power companies do not have 


a problem, when they estimate the cost of a project, sometimes 
of finding the costs 2 or 3 times more than they expected, and he 
answered “yes.” 

Mr. Rarr. No. I beg your pardon. 

Mr. Cuuporr. Then you said sometimes they are able to keep 
within the original costs and gave us a project where Montana Power 
Co. did. That is in the record. We are not trying to keep it 
out. 

Mr. Rarr. If I might explain. You have just said that I answered 
“ves” to a question of whether the private companies sometimes ex- 
perience cost increases of 2 or 3 times. If that was the counsel’s 
question, I misunderstood it. I know of no case that I could point 
to where a private company’s construction costs increased 2 or 3 
times. 

Mr. Cuuporr. Well, it did increase some, did it not, 93 percent? 

Mr. Moss. Mr. Chairman, may I be recognized ? 

Is it not a fact that the procedure for authorizing a project in a 
private company is vastly different from the procedure followed in 
the Congress? We may have figures that have been developed as 
a result of studies taken by the engineers or the Bureau, maybe 20 
years ago. We may even have a project that was authorized that 
long ago, and has not been appropriated for, we will say, until this 
year. Now, if you were working under the same conditions, and 
had to deal with the same modifications of a project, you would un- 
doubtedly encounter some considerable adjustment of your figures. 

The engineers employed by the Government, the figures that they 
use, the cost indexes are very much the same as you are forced to use. 
To my knowledge, on none of their contracts do they get cutrate 
labor. They have to pay the going rate in the area where construc- 
tion occurs. 

It is usually done by very competent private contractors, the con- 
struction, some of the leaders in the field of construction in this coun- 
try, frequently a combination of contractors. But because of the pro- 
cedure faced by the Government, the lengthy process between original 
studies and perhaps even from authorization, you do encounter diffi- 
culties which could not be directly compared with private experience 
without doing a lot of adjusting of the facts, if you were going to un- 
dertake such a comparison. Would you not say that there is at least 
some element of truth in that assumption ? 

Mr. Rarr. I will agree; I will accept what you said, Congressman. 
What I said at the start of my testimony, was that I was not an en- 
gineer or had no engineering training, so I do not feel I am competent 
to remark on the problems or procedures of engineers or construction 
people. 

Mr. Moss. But when your company decides to build something, it 
can move along pretty rapidly, and it does not have to release its pre- 
liminary surveys as to possible costs, those figures taken 10 years ago 
and the ones which are finally approved by the Board in authorizing 
construction. 

Mr. Rarr. The tabulation that is in question here is one marked 
“Original estimate” and “Latest estimate,” and I am afraid I am 
going to have to say again, as I said previously, that I do not have 
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the backup material in front of me and cannot answer the question 
as to whether this original estimate was at the time construction 
started or not. 

Mr. Cuuporr. Proceed. 

Mr. Lanican. I want to call your attention to the chart on page 27. 

Mr. Chairman, I am just going to take 2 or 3 of these charts here at 
the present time. They are going to be analyzed in more detail later. 

On this chart on page 27, I notice you have Cabinet Gorge, and you 
show a Federal estimate much higher, $75 million, than the actual cost 
of $42 million. Now, did you intend to put this in as a typical example 
of the difference between a Federal estimate and the cost of construc- 
tion by a private utility company ? 

Mr. Rarr. I think it is a typic al example, Mr. Lanigan. They are 
the same projects, the same kilowatt capacity, and when the Federal 
Government proposed to build it, they estimated that it would cost $75 
million. When Washington Water Power Co. built it, their cost in 
1952 at the time we made this book was $42 million. 

Mr, Lanican. I notice you said they are the same kilowatt capacity. 
What is the kilowatt capacity ? 

Mr. Rarr. I believe it is 200,000 kilowatts. I wish you wouldn’t 
hold me to that. I would have to check it. 

Mr. Laniean. Well, I will say that the 200,000 kilowatts is correct 
for the private project. However, the House Document No. 531 of 
the 8ist Congress, 2d session, contains a discussion of the Federal 
project for Cabinet Gorge, and that report states that the Federal 
project, if built, would have a dam there which would have an ulti- 
mate capacity of 288 000 kilowatts. The initial construction, the ini- 
tial installation of generators, was 216,000, but there was room for ad- 
ditional generators to bring the total up to 288,000 kilowatts. 

Mr. Rarr. But was not the $75 million estimate for the initial con- 
struction, and not for the ultimate? 

Mr. Lanican. Well, the $75 million estimate, I wanted to ask you 
that—does your figure for the private company include such things as 
interest during construction ? 

Mr. Rarr. [ wonder if I could explain one thing. I am trying to 
be as helpful as I can, Mr. Lanigan, but without the backup material 
before me—and I doubt if it is in there—without a chance to check, 
I do not have any detailed engineering or financial or other informa- 
tion about a dam that is owned by another company than our own. 

Mr. Lanican. Did you bring the backup material with you, that is, 
in the material that you submitted to the committee ? 

Mr. Rarr. I believe it is in the file that I brought in answer to the 
subpena. 

Mr. Lanican. We will give you an opportunity to go over that 
material and get into these questions again after you have had a chance 
to review it. 

Mr. Rarr. All right. There may be a possibility that the informa- 
tion about Cabinet Gorge, or W ashington Water Power’s Cabinet 
Gorge plant, is not in that backup material. 

Mr. Lanican. Where is it? 

Mr. Rarr. I will have to look at the material before I can tell 
you. 

Mr. Lanican. I might say the Federal project estimated at 288,000 
kilowatts, the engineers’ project, volume II of House Document 531, 











36 EFFORTS TO INFLUENCE SECRETARY OF THE INTERIOR 


shows a $77 million project at 288,000 kilowatts; whereas you state 
the private project is 200,000 kilowatts. Don’t you think that the 
difference—— 

Mr. Rarr. I said that to the best of my recollection. 

Mr. Lanican. Well, it runs between 200,000 and 220,000 kilowatts. 
Don’t you think the difference of 68,000 to 88,000 kilowatts in the 2 
projects is significant in presenting such figures as these ? 

Mr. Rarr. I would certainly hate to think that the extra 16,000 to 
88,000 kilowatts would cost in the neighborhood of $33 million. 

Mr. Laniean. I said “68,” not “16.” 

Mr. Rarr. Well, I understood you to say a few minutes ago that 
the initial installation of the Government’s Cabinet Gorge was 216,- 
000. That is why I used the figure. 

Mr. Lanican. They go from 216,000, but in addition, for $6 million, 
it would be the additional 88,000 kilowatts that would be available. 

Well, did you receive a letter from Mr. Philips, C. N. Phillips, of 
Ebasco Services, Inc., dated February 20, 1953? Let me show you 
this letter. 

Mr. Rarr. Yes, I recognize this letter as one which I received from 
c N. Phillips. I wonder if I could get the original copy out of the 

e. 

Mr. Cuuporr. Mr. Raff, we will give you a chance to dig that out 
later this afternoon. It is now a quarter of one, and there are some 
very important matters of legislation on the floor today. 

We will adjourn the committee until tomorrow morning at 9: 30, 
and that will give you a chance to get into your records and get out 
what you want. 

Mr. Rarr. Pardon me, was it 9:30? 

Mr. Cuuporr. 9:30 tomorrow morning. 

Mr. Rarr. Thank you. 

(Whereupon, at 12:45 p. m., the subcommittee recessed, to recon- 
vene at 9:30 a. m., of the Sedlowina day, Tuesday, July 17, 1956.) 
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PRIVATE ELECTRIC UTILITIES’ ORGANIZED EFFORTS 
TO INFLUENCE THE SECRETARY OF THE INTERIOR 
(EBASCO SERVICES, INC., AND ROCKY MOUNTAIN 
GROUP) 


TUESDAY, JULY 17, 1956 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON Pusitic Works AND RESOURCES 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to adjournment, at 9:35 a. m., in 
room 362, Old House Office Building, Hon. Earl Chudoff (chairman 
of the subcommittee) presiding. 

Present : Representatives Chudoff (presiding), Jones, Fascell, Hoff- 
man, Knox, and Jonas. 

Also present: James A. Lanigan, subcommittee counsel; Arthur 
Perlman, staff director; and Miles Q. Romney, professional staff 
member. 

Mr. Cuuporr. The subcommittee will be in order. We will con- 
ar with the testimony of Mr. Colin W. Raff of the Montana Power 

0. 


FURTHER TESTIMONY OF COLIN W. RAFF, MONTANA POWER CO., 
BUTTE, MONT. 


Mr. Rarr. Mr. Chairman, may I inform the committee that I con- 
tacted my office yesterday, and the information which we discussed in 
my testimony yesterday and which you asked us to provide will be 
sent here to you. 

Mr. Cuuporr. Thank you, Mr. Raff. 

Mr. Lanican. Yesterday I believe you had before you a copy of 
the red booklet entitled “The Federal Power Program.” I want to 
hand you that, and also another copy. 

Mr. Rarr. Mr. Lanigan, I wonder if you would like me to complete 
the answer to the question that you asked me yesterday before we 
recessed ¢ 

We were discussing the chart on Cabinet Gorge and you asked me 
to provide some information as to the background of the chart on 
that subject, so I went back and looked at the source material yester- 
day afternoon and I find the source material came from House Docu- 
ment 531, 8ist Congress, 2d session, volume II, pages 654 and 655, 
and on those pages it is shown that the estimated cost of a three-unit 
Government plant at Cabinet Gorge with 216,000 kilowatts of in- 
stalled capacity was $75,625,000, including $4,281,000 of interest dur- 
ing construction. This is a cost of $350 per kilowatt. 
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Washington Water Power’s construction cost was $42,577,000 for 
a plant with, according to the Federal Power Commission report, 
211,500 kilowatts, or a cost of $201 per kilowatt. In other words, the 
Government plant would develop only 4,500 additional kilowatts, but 
the cost would be 74 percent higher on a per-kilowatt basis. 

I would like to say that, in completing my answer, because the 
question was raised as to whether the $75 million estimate reported was 
for a 3-unit plant or a 4-unit plant. 

Mr. Lanican. Did you check over the report in House Document: 
531 personally ? 

Mr. Rarr. Yes, sir. 

Mr. Lanigan. Does that show that the Government dam would have 
provision for adding another generator which would add approxi- 
mately 60,000 kilowatts to the Government plant? 

Mr. Rarr. I believe that is correct. 

Mr. Lanican. So the Government dam would have provision for 
another generator which could be installed when the flow of the river 
becomes better regulated ; is that correct ? 

Mr. Rarr. I don’t recall just that language in House Document 531, 
but the document does have an estimate for a 4-unit plant, which 
would cost, I believe, $77 million. 

Mr. Laniean. And that 4-unit plant would be provided by adding 
1 more generator to the Government structure ? 

Mr. Rarr. One more 72,000-kilowatt generator. 

Mr. Horrman. May I ask, counsel, Is this paper, this Reference to 
Source Material “Growth of the Federal Power Program—Its Back- 
ground and Consequences,” has that been put in ? 

Mr. Cuuporr. That was in the pocket of the original book that we 
made photostatic copies of. 

Mr. Horrmay. It is in the record; isn’t it? 

Mr. Lanican. No; but it is going to be before we finish. I want to 
call your attention to the pocket which is at the back of the red book 
which we have been discussing. Would you remove the documents 
from the pocket please. One of those documents is entitled “Source 
material.” Do you have that? 

Mr. Rarr. Yes, sir. 

Mr. Lanican. Could you read the title to that, please ? 

Mr. Rarr. “Reference to Source Material ‘Growth of the Federal 
Power Program—lIts Background, and Consequences’.” 

Mr. Lanican. Was a document of that nature and that title sup- 
plied to you by Ebasco Services at the same time the Power booklet 
was supplied ? 

Mr. RarFr. Yes, sir. 

Mr. Lanican. Was this source material included, was there one for 
each booklet ? 

Mr. Rarr. I believe there was. 

Mr. Laniean. And were they distributed with the booklets ? 

Mr. Rarr. They were distributed with the booklets as to the first 
50 copies that were printed. 

Mr. Lanican. Were they inserted in the book or just how were they 
distributed ¢ 

Mr. Rarr. My recollection is that they were just inserted looseleaf 
in the book. 
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ae Mr. Lanican. Now there is another document which you removed 
the from the pocket supplement. Could you read us the title to that ¢ 
‘ton Mr. Rarr. The title of this document is “Excerpt from Talk by 
John T. Kimball, December 1, 1952, ‘A Proposal for a National Power 
the Policy’.” ’ 
ne Mr. LANIGAN. Have you seen that document before ? 
Mr. Rarr. The first time I saw this document was several weeks ago 
aint when Mr, Arthur Perlman and Mr. Miles Romney of your staff came 
to my office and asked me questions in connection with the red book 
and asked to look at my files in connection with that booklet. 
alee Mr. Laniean. And you had never seen that document prior to that 
oni. time ¢ S hes 
Mr. Rarr. That is right. 
Mr. Lanigan. Could you put those back in the pocket? I don’t 
for want to get them lost. pad 
. Now if you will take the second book that you have in front of you, 
ro could you explain to us how that book came to be printed and how it 
531 differs from the first book ¢ 
° h Mr. Rarr. Yes, sir. 
Mr. Horrman. Mr. Chairman, will counsel yield there? May we 
; have these documents put in the record as he makes reference to them 
ee in each case 4 
Mr. Cuuporr. We are going to offer the entire document in the 
record as soon as we get to a point where he is finished testifying about 
rr it. 
sal Mr. Horrman,. They will all be in? 
; Mr. Cuuporr. Oh, yes; but I thought we ouglit to complete the testi- 
we mony relating to the document and then offer it in evidence. 
Mr. Lanican. Mr. Chairman, on the second document, it is identical 
with the first with 2 or 3 changes, and I would suggest that only the 
t > changed parts be put in the record so as not to repeat everything that 
Oe is in the first document; that is, the first document would be put in in 
_— toto and only the changes in the second document. 
oe Mr. Cuuporr. In other words, the second document is a revision of 
the first document and has some small changes in it. 
Mr. Lanigan. That is right; we can show the changes on the pages 
that were changed, but it would be wasteful to put in the whole docu- 
ral ment. 
Mr. Cuuporr. Just put in the pages where the changes are so the 
up- whole page is in and not just a word or two about it. 
clet Mr. Lanican. That is what I meant to suggest. 
Mr. Cuvuporr. Without objection, let it be put in the record at that 
point where it is offered for the record, the original document plus the 
for pages showing revisions in the original document. 
Mr. Rarr. Mr. Chairman, by “the original document” I assume you 
are referring to the book which is labeled in the upper left-hand 
, corner “H. D. 9685—U5F3.” 
rst Mr. Laniean. That is right. 
Mr. Rarr. And the second document, or the one we are talking 
1ey about now, has no notation at all on the front cover. 
Mr. Lanican. That is right. 
eaf 






Mr. Cuuporr. As I understand it, so there is no coe from any 
of the committee members, you took the original document and de- 
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cided to revise it a bit by making some changes in it. How many 
changes are there—I mean in round numbers? 

Mr. Rarr. To my recollection there are three changes. 

Mr. Cuuporr. What we will do is that on those particular pages, 
where there are changes, we will put them in. 

Mr. Rarr. I may have missed a change or two, 

Mr. Cuuporr. Whenever there is a change we will put that page in 
the record. 

(For the documents referred to, see appendix I and appendix IT.) 

Mr. Laniean. Could you tell us the background of the preparation 
of the second booklet and state what changes were made in the second 
booklet ? 

Mr. Rarr. Yes. As I explained yesterday, we printed 50 copies 
of this booklet for the purpose of presenting some copies to people in 
the Interior Department. 

The rest of the copies went to the sponsoring companies for the 
reference and file of those companies. Shortly after that time, the 
companies liked the book and decided they would like to have some 
more copies for general distribution, so we ordered 1,500 additional 
copies printed. 

The first change that was made was the wording on the inside 
front cover. Whereas the first book said: 

The principal investor-owned power companies serving the Rocky Mountain 


area have prepared this booklet of factual information with the thought that 
it will be useful to the Secretary of the Interior and his Department— 


the second book said: 


The principal investor-owned power companies serving the Rocky Mountain 
area have prepared this booklet of factual information with the thought that it 
will be useful to persons interested in cutting the Federal budget, lowering 
Federal taxes, eliminating socialism, reducing the Federal debt. 

It was merely a change of explanation as between a book to be shown 
to a certain group and a book to be distributed to the public or in any 
way the companies saw fit. 

Mr. Lanican. Could you just point out the pages on which the other 
changes were made? 

Mr. Rarr. The first change I recall is on page 7. When the Utah 
Power & Light Co. people saw the booklet, they called our attention 
to the fact that the map showed two Federal transmission lines in 
Utah as being under construction or in existence, and they suggested 
that we change them to “proposed,” which we did. 

We also noticed that the Havre-Shelby line in Montana was ex- 
tended too far and we changed that to make it more correct engineer- 
ing- or drafting-wise. 

Mr. Lanican. I would suggest unless you want to give us the 
changes, if you will point out the pages, they will be self-explanatory. 
However, if you want to make any statement in connection with the 
changes, do so. 

Mr. Rarr. The other change that I see is on page 25. 

Mr. Lanigan. Was the second printing also done through Ebasco 
Services, Inc. ? 

Mr. Rarr. That is correct. I might add that there is one other 
difference in the books, and this was asked of me by Mr. Perlman and 
Mr. Romney in my office and I explained to them at that time the 
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first book to my recollection was hand colored. ‘The second book was 
done with machine color press. 

Mr. Laniean. Yesterday you identified and we put into the record 
a letter signed by you to Mr. Henry B. Sargent, president of the Ari- 
zona Public Service Co., and attached to the letter was an allocation 
of the costs of the booklet. I just want to ask whether you sent a sim- 
ilar letter to the presidents of the other three companies involved ? 

Mr. Rarr. Is this the letter dated June 12, 1953? 

Mr. Laniean. No, it is dated March 20, 1953. 

Mr. Rarr. Yes, I believe I sent the same letter to the other com- 

anies. 
" Mr. Lanican. I have a series of correspondence here that is either 
to you or from you from people in Ebasco Services. I wonder if you 
could glance through this and then we will identify the documents. 

(Off the record.) 

Mr. Rarr. I believe most of these letters came from my files. 

Mr. Jones. Mr. Chairman, I have got to go to another committee. 
I wonder if I could ask Mr. Raff a question or two before I leave. 

Mr. Cuuporr. Without objection. 

Mr. Jones. Mr. Raff, yesterday I understood you to testify that the 
purpose of the compilation of this material in this brochure which 
was submitted to the Department for the Assistant Secretary of the 
eo par was to inform him of factual information; is that correct, 
sir 

Mr. Rarr. I said that the book which was prepared for presenta- 
tion to the Interior Department, we believe, was a factual booklet. 

Mr. Jones. And since that time had you had cause to examine this 
booklet to determine whether or not the facts contained in it are factual 
and are correct ? 

Mr. Rarr. To the best of my knowledge they are or were at that 
time. 

Mr. Jones. Let me ask you to turn to the first page of it, the back- 
ground of the Federal power program. You say: 

The Federal power program, as it is now constituted, was conceived by the 
New Deal planners in the Roosevelt administration and was expanded along 
the lines set forth by such planners during the past 20 years. 

Could you tell the committee the difference in the provisions of the 
laws pertaining to the New Deal which you refer to, and those that 
ete prior to the so-called New Deal or Roosevelt administra- 
tion 

Mr. Rarr. The Federal power program, as it is referred to here, 
was the planning and construction of 

Mr. Jones. I did not ask you that question. I asked you the differ- 
ence between the law prior to the Roosevelt administration and that 
which was enacted during the Roosevelt administration. You stated 
it here. Now I want you to tell us where it differs? 

Mr. Rarr. If you will permit me, Congressman, I don’t find any- 
thing in the wording here that says the law changed. We were talk- 
ing here about the program of construction. 

Mr. Jones. The Federal power program. All right, let’s go to the 
program. What is different with the program prior to the Roosevelt 
administration and the Roosevelt administration? You had to have 
a law to go on? 

Mr. Rarr. Tennessee Valley Act of 1933. 
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Mr. Jones. All right. Now give us the difference between the 
Tennessee Valley Authority Act and the Reclamation Act which was 
enacted prior, in the first Roosevelt administration, the Theodore 
Roosevelt administration ? 

Mr. Rarr. The Tennessee Valley Act authorized the Government 
to get into the power business for that area and to build powerplants 
and market power. 

Mr. Jonrs. You are not answering my question. I asked yow-+the 
question, What is the difference between the Reclamation Act and 
the TVA Act? 

Mr. Rarr. Congressman, my understanding is that the Reclamation 
Act referred to the reclamation of arid land, and the TVA Act re- 
ferred to the construction of powerplants and to the other Government 
operations devoted to that area of the United States. 

Mr. Jones. Will you tell the committee—— 

Mr. Horrman. Wait a minute, let the witness answer. Apparently 
he is trying to answer your question. 

Mr. Jones. Mr. Hoffman, I will ask him the questions. 

Mr. Horrman. You will and I will make objection too, Mr. Jones, 
whenever I feel like it. 

Mr. Jones. You continue to object all you want to. 

Mr. Horrman. I sure will. 

Mr. Jonrs. That is not going to keep me from asking the questions. 

Mr. Horrman. And it is not going to keep me from talking on the 
floor and showing what you are trying to do. 

Mr. Cuuvorr. Let the committee be in order. Will you proceed, 
Mr. Jones? 

Mr. Jones. I am trying to get the witness to explain the difference 
between the provisions of the act relating to the sale and distribution 
of power in the TVA Act and the Reclamation Act. 

Mr. Rarr. I believe the first Reclamation Act extended a preference 
in the purchase of power for municipal purposes. The TVA Act, for 
one thing, was much broader in that it extended the preference to 
public bodies, cooperatives, and nonprofit organizations. 

Mr. Jones. The preference clause was written in the Reclamation 
Act, was it not, Mr. Raff? 

Mr. Rarr. Yes, sir. 

Mr. Jones. And so the provisions of the generation, sale, and dis- 
tribution of power are the same in the Reclamation Act funda- 
mentally, basically the same as they are in the REA Act, the Federal 
Power Act, the Flood Control Act of 1944, and all other acts in 
which either the Corps of Engineers or corporations created by the 
Government generate, distribute, and sell power; is that correct, sir? 

Mr. Rarr. My answer to that, Congressman, would have to be that 
I hold that in the Tennessee Valley Act, the Grand Coulee Act, Bonne- 
ville Act, the Fort Peck Act, and the Flood Control Act, the preference 
clauses are much broader than the preference clause in the Recla- 
mation Act. 

Mr. Jonrs. The only difference was that at the time the Reclama- 
tion Act was passed by the Congress, there were no rural cooperatives ¢ 

Mr. Rarr. I am sorry. 

Mr. Jones. There were no rural cooperatives at the time of the 
Reclamation Act? 
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Mr. Rarr. To my understanding, there were none until the REA 


Act was passed. 


Mr. Jones. So the only preferential customers there in the business 
at that time were municipalities ¢ 

Mr. Rarr. I would accept that as being correct. I would not know 
from personal knowledge. 

Mr. JonEs. So actually the general Federal Power policy has been 
the same since the Reclamation Act of about 1906; isn’t that correct, 
sir? 

Mr. Rarr. I cannot agree to that statement, sir. 

Mr. Jones. Now on your next scale you show the growth of Fed- 
eral Power, starting in 1932 through the year 1952. Why did you fail 
to show the comparable g erowth of the private utilities during the same 
period of time? 

Mr. Rarr. Because this book was devoted solely to the Federal 
power program. 

Mr. Jones. And what is the proportion of power generated by the 
private utilities as compared with the federally owned facilities? 

Mr. Rarr. I do not have that figure with me. I assume you are 
asking how many kilow atts of installed capacity they have today as 
compared with 1932. Mr. Jones, I don’t have that information. 

Mr. Cuvuporr. Would you let me ask a question at this point? Don’t 
we have percentages? Isn’t it true that the private power companies 
are supplying + about 87 percent of the power consumed in the United 
States, and the public power cooperatives and REA’s and municipal 
electrics are only supplying about 13 percent ? 

Mr. Rarr. I have not in mind, Mr. Chairman, the nationwide fig- 
ures. There are such figures, but I do not have them in mind. 

Mr. Cuuvorr. Are these figures in your pamphlet nationwide fig- 
ures, or.are they Rocky Mountain States figures ? 

Mr. Rarr. On page 21 of the booklet we listed the percentage of 
kilowatt-hour sales as between investor-owned utilities and public 
bodies, and as of 1952 the investor-owned utilities supplied about 83.7 
percent of the kilowatt-hour sales. 

Mr. Cuuporr. And the 17 percent more or less sold by the munici- 
pals and REA’s and so forth, about half of that goes to big users, in- 
dustrial.users, leaving only about 10 percent for actual private con- 
sumers in private homes and places like that; is that right? 

Mr. Rarr. I do not know, sir. 

Mr. Cuuporr. And the Federal Government uses perhaps a large 
part of the public power ae doesn’t it ? 

Mr. Rarr. I am sorry; I don’t think I understood your question. 

Mr. Cuuporr. Of this 17 percent or 16.3 percent which is public 
power in the United States, the industrial users use a lot and the Fed- 
eral Government itself uses a great percentage of it; isn’t that true?’ 

Mr. Rarr. I do not know the percentages, sir. 

Mr. Cuuporr. Do you know in your experience with the various 
companies how much of the public power is actually used by the little 

consumer, the little farmer, the little householder? 

Mr. Rarr. I would guess—I could say this, Mr. Chairman: That 
in Montana, which is the only area of which I have personal know!l- 
edge, the public bodies, which are the REA cooperatives, use about 
19} percent of the power that is generated. 
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Mr. Cuvuvorr. And they buy some of that from you; don’t they? 

Mr. Rarr. They buy some of that from us. 

Mr. Ciruporr. How much do they buy from you? what percentage? 

Mr. Rarr. I would say we supplied about 35 to 40 percent of the 
kilowatt-hours that are sold to REA. 

Mr. Cuuporr. So they buy about 6 percent of the power that is 
generated from you and they buy about 12 percent of it from the 
Federal Government ? 

Mr. Rarr. I will accept those figures. 

Mr. Cuvuporr. Now what percentage of that power, the 19 percent, 
goes to industrial users, big users, and what percentage goes to house- 
hold users and farmers? 

Mr. Rarr. I would say in Montana, of the 19 percent, none of it 
goes to big industrial users. Some of it goes to small industrial users 
like rural sawmills that the REA serves. 

Mr. Cuvporr. And you buy about 6 or 7 percent of what you need 
from the Federal Government, too? 

Mr. Rarr. I don’t have in mind the exact percentage. I might tell 
you we have a contract to buy 50,000 kilowatts from Bonneville Power 
Administration, and a firm contract to buy 25,000 kilowatts from 
the Bureau of Reclamation. 

Mr. Cuuporr. I mean it just seems that everything is working out 
so well. Why are you against allowing the Federal Government to 
produce this power? 

Mr. Rarr. I would say that I am against it personally because of 
the great tax burden that it creates on the people of the United States, 
including myself. 

Mr. Cuuporr. Don’t you think that the people are getting some- 
thing for their taxes, something that they never had before? 

Mr. Rarr. Some of them may be, yes. 

Mr. Cuvuporr. It is true as far as your two maps are concerned that 
back in 1932 we had practically no public power, and in 1952 you 
have got a lot of circles there showing we have more public power. 
Now then, where did the people in 1932 get the power that they needed ? 

Mr. Rarr. In Montana, they got it from us. 

Mr. Cuvuporr. They did not have any. Isn’t it true there were a 
great number of people in Montana who did not have any private 
power in 1932, especially the farmers? 

Mr. Rarr. There were some farmers who did not. I would not say 
a great many. 

Mr. Cuvporr. Isn’t it true the farmers in 1932 in Montana burned 
kerosene lamps, and they used ice in their refrigerators, and they did 
not have any radios, and they did not have any of these electrical 
appliances that they have today ? 

Mr. Rarr. Some of them did not, and some of them did. 

Mr. Cuvuporr. What percentage would you say had them, and what 
percentage would you say did not have them? 

Mr. Rarr. I do not have that figure in mind, Mr. Chairman. 

Mr. Cuvporr. But you will admit that since 1932 there are more 
people in Montana, little people, that is, the farmers and the house- 
holders, having electric current that they did not have before? 

Mr. Rarr. That is correct. We have added customers, and the 
REA’s have added customers. 
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Mr. Cuvporr. You do not like the competition of Federal power; 
is that right ? 

Mr. Rarr. Speaking for myself, I don’t mind the competition. I 
object to the fact that the competition has some advantages which 
make their competition pretty unfair. 

Mr. Cuvuporr. From what I learned about power traveling around 
the country—and I did not know anything about this until I became 
chairman of the committee—we have a shortage of power all over the 
Nation. With all the power that you make and with all the power the 
Federal Government makes, we still don’t have enough power to sup- 
ply the demand; isn’t that true? 

Mr. Rarr. There are areas in the country that are short of power; 

es, sir. 
4 Mr. Cuvporr. And with all the crying about letting TVA have 
steam-generating plants we still have shortage of power in the Ten- 
nessee Valley ; isn’t that right? 

Mr. Rarr. I have no knowledge of the shortage of power or lack 
of it in the Tennessee Valley. 

Mr. Cuuporr. Well, I am just wondering whether or not the pri- 
vate power companies don’t want to keep a shortage of power, because 

rou know the old law of economics. Anybody that has ever read a 
ook on economics knows that when supply is short and demand is 
great, the price is high; isn’t that right? 

Mr. Rarr. Mr. Chairman, I would like to answer for my own com- 
pany, which is the only one of which I have intimate personal know]- 
edge. At the present time and for many, many years we have had a 
surplus of power, and it is our policy to have more power on hand 
than we can sell so that our customers can use it and have additional 
power with which to grow. 

Mr. Cuuporr. But you are all together on this thing. Your com- 
pany belongs to the Association of American Electric Companies; 
doesn’t it ? 

Mr. Rarr. The National Association of Electric Companies? 

Mr. Cuuporr. Yes. 

Mr. Rarr. Yes, sir. 

Mr. Cuuporr. And it belongs to the Rocky Mountain State Associa- 
tion too; doesn’t it? 

Mr. Rarr. Yes, sir. 

Mr. Cuuporr. And you are all interested in the same philosophy. 
You are all members of Ebasco; aren’t you ? 

Mr. Rarr. We are not a member of Ebasco. We hire Ebasco to do 
certain services. 

Mr. Cuuporr. Well, you pay them for—— 

Mr. Rarr. We also hire other organizations to do the same and 
other types of services. 

Mr. Cuuporr. And you are all interested in the same power pro- 
gram all over the Nation; aren’t you? ; : 

Mr. Rarr. I cannot speak for all of the companies in the Nation, sir. 
I know that there are some companies which have different ideas 
than we do on power development. 

Mr. Jones. In that connection, the line of questions Mr. Chudoff 
has been asking you, Is the company that you represent a member 
of the private utilities that advertise in the magazines, and down at 
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the bottom it says “The names of the companies given on request.” 
Does your company participate ? 

Mr. Rarr. We participate in the electric companies’ advertising pro- 
gram; yes, sir. 

Mr. Jones. What is the name of it? 

Mr. Rarr. Electric companies’ advertising program. It is com- 
monly known as ECAP. 

Mr. Jones. Is Ebasco the same company that the Comptroller 
General made a study of as to its activities in relation to its per- 
formance in Joppa, Ill., steam stations of Electric Energy, Inc.? 

Mr: Rarr. On a hearsay basis, I am sure it is the same. 

Mr. Jones. Is it the same company that miscalculated its estimate 
of the cost of the Joppa plant by some $62 million ? 

Mr. Rarr. Congressman, I do not have any personal information 
about their dealings in the Joppa plant. 

Mr. Jones. My booklet is not numbered. You have here how 
estimates of Federal projects climb. I have found the number. It is 
on page 14, the Central Valley project. Did you take the Central 
Valley project as being the general characteristics of estimates of all 
Federal projects? 

Mr. Rarr. We took it as an example of those projects on which the 
estimates as of 1952 were much higher than the original estimate. 

Mr. Jones. And how much does that vary from the Engineering 
News Index estimate of costs ? 

Mr. Rarr. I could not answer that question. I might explain——— 

Mr. Jones. Would not that be a pertinent question—to determine 
the date of the authorization of the project and what. increased incre- 
ments in cost have accrued—in determining whether or not there had 
been failure on the part of the Corps of Engineers to make a proper 
estimate in the first instance / 

Mr. Rarr. Are we talking about the Central Valley project ? 

Mr. Jones. Yes, sir. 

Mr. Rarr. I was asked about the Central Valley project yesterday, 
Congressman, and I looked it up in the source material that was sup- 
plied with the book, and I find that in the House hearings on the 
Interior Department appropriations bill, fiscal year 1953, the Bureau’s 
statement of the project attributed the increase to the increased cost.of 
materials and labor, to availability of more reliable data, to addition 
of new power facilities and addition of transmission facilities. I 
belieye all those things were factors. 

Mr. Jones. If your company had made an estimate of cost of a 
project in 1937 of $170 million, and in 1956 your company had to con- 
struct that, do you think that it could be constructed on the figures 
submitted by the company in 1937? 

Mr. Rarr. No, sir; but in the Central Valley project the construc- 
tion was started long before 1952, as I understand it. 

Mr. Jones. I am talking about the estimates now, the authorization. 

Mr. Rarr. Yes. 

Mr. Jonrs. And the estimates of authorization and actual cost 
in 1952. 

Mr. Rarr. If I might explain, as I said yesterday, that is one of our 
concerns, that a project is authorized and construction starts, and 
then additional features are added after the authorization has been 
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obtained, so that when the project is in its final stages it is much 
broader than the original authorization. 

Mr. Jones. Well, “the purpose of this was to portray, as I under- 
stand it, the general characteristic of Federal projects, because you 
say: 

The cost of the Federal power program is a source of concern to many people 
today, not only because of the tremendous size of the program but because of 
the: past history of rising cost estimates on other projects that have been started. 

Now, I presume that you are directing that to all types of Federal 
works in the field of water-resources dev elopment? d 

Mr. Rarr. I do not believe it is correct to assume that we applied 
it to all Federal projects. I think it is correct to assume and to state 
that we applied it to the trend of some Federal power projects toward 
increased cost after authorization. 

Mr. Jones. I do not know of any project that has been authorized 
for 10 or 12 years that has not gone up in price over the original esti- 
mates. Do you think any agency of Government could anticipate for 
10 or 15 years the cost of the | project 4 

Mr. Rarr. At the time of authorization, I would expect that they 
would have up-to-date information, and that at the time of construc- 
tion, if that were a long period after original authorization, that it 
would Bé reconsidered. 

Mr. Jones. Do you read the Engineering News Magazine published 
by the engineering people / 

Mr. Rarr. No, | sir. 

Mr. Jones. If you read, I believe, the issue of February 1953 or 
1954, they had an article in which they stated that the Tennessee Val- 
ley Authority had one of the best records of any construction agency 
of. the United States in constructing and making their estimates 
survive correctly. 

Now, would you say that they had done a lot, as a large project, 
would you say that is generally characteristic of the Government’s 
program of dam constr uction ? 

Mr. Rarr. I don’t believe I am in a position to answer that, sir. 

Mr. Jones. The only impression you wanted to make on the reader, 
is that the Central Valley project is generally true of all Federal 
projects, isn’t that correct, sir? 

Mr. Rarr. No, sir. I say that it was typic al of the type of project 
that is authorized and then increases. I don’t believe 

Mr. Jones. You mean by modification of the project? 

Mr. Rarr. By modifice ition of the project, by addition to the project 
or by, in many cases, the time elapsing between the original estimate 
and the time construction starts so that a much larger project is built. 

Mr.* Jones. How would you recommend to the Congress that we 
authorize these projects and the price would not go up in the passage’of 
time? 

Mr. Rarr. I do not have any recommendations, sir. 

Mr. Jones. You have no recommendations? 

Mr. Cuuporr. Mr. Jones, will you yield at that point? 

Mr. Jones. Yes. 

Mr. Croporr. I want to ask you one question. Isn’t it true that a 
lot of Federal power projects are profitable and do not operate at a 
loss? I hear a lot of talk about the burden on the taxpayer, how the 
people of Pennsylvania are paying for the power for the people of 
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Washington and Oregon. Now, isn’t it true that most of them are 
profitable and that every dollar invested by the taxpayers brings a 
return of 2 or 3 percent for their money, and also that the Bonneville 
Power Administration is about $50 million ahead in profits? 

Mr. Rarr. In answer to your question, Mr. Chairman, I would say 
that there are projects in which it appears that they are making a 
profit, but that a great amount of the investment is charged off to non- 
reimbursable items such as flood control, navigation and so forth, so 
that that cost is borne by the taxpayers without return. 

Mr. Cuuporr. Well, they say there are a thousand ways to skin a cat ; 
and if you are going to look at it from that point of view, maybe you 
are right. But now the REA tells me that all of the money bein 
loaned to REA’s has been paid back at a very fair rate of interest ad 
that most of the REA’s are in advance in their interest payments 
and in advance on their principal payments and very few REA’s have 

one into bankruptcy, maybe 1 or 2. Of course that is not a very 
arge proportion considering the great good that the REA has done 
to the Nation. 

So I just look at these figures as a city boy from Philadelphia who 
gets my electricity from the Philadelphia Electric Co.; I am just 
amazed at these things, the way the private power companies come 
here and say that this type of administration of power, which is badly 
needed by the people and which the private companies cannot supply, 
is costing the Nation a lot of money and bankrupting the Govern- 
ment. It just does not make sense. Everywhere I look I see this 
money is bringing a return rather than a loss to the taxpayers. 

Mr. Horrman. Will the gentleman yield on the question he has been 
asking ? 

Mr. Jones. Yes. 

Mr. Horrman. Am I correct in assuming, referring to page -15, 
what you are showing there, what you are complaining of now and 
used that chart for was that the project in this particular instance 
and in other similar ones never remained the same as to scope or ex- 
tent? They were always adding something, isn’t that it ? 

Mr. Rarr. That is correct. 

Mr. Horrman. You realize of course as we all do that the cost 
of labor and material and all has always gone up ? 

Mr. Rarr. Certainly. 

Mr. Horrman. And that applies of course to private as well as 
public ar projects? 

Mr. Rarr. Yes, sir. 

Mr. Horrman. But your complaint was that when the Congress 
authorized something, it never remained of that size or scope? 

Mr. Rarr. That is correct. 

Mr. Horrman. They always came in, the departments or some one, 
and wanted some more ? 

Mr. Rarr. That is correct. 

Mr. Horrman. Like on the Tennessee Valley while originally it was 
intended for I guess, flood control, I have forgotten all the things that 
were in the beginning, then it was power and fertilizer development 
and in addition to dams we authorized standby steam plants. 

Mr. Rarr. Yes, sir. 

Mr. Horrman. That is what I understood. 
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Mr. Jones. Yes, sir, that is what I understood. But the question 
that I was pursuing was that that does not account for what actually 
took place as reflected in this chart, Mr. Hoffman ? 

Mr. Horrman. That is to say the estimated cost included costs that 
come to everyone who did any business. 

Mr. Jones. No. The estimates of cost of $170 million to $661 mil- 
lion, the greatest increase was occasioned by the increased cost of 
construction and not by modification. 

Mr. Horrman. As | understand the witness, you want to answer 





Mr. Rarr. I would say that the increase in cost was—as I read 
a few minutes ago from the Bureau of Reclamation statement—the 
increase in cost was occasioned by increased labor and material, but 
also by “more reliable data” and also by the addition of new power 
facilities and the addition of additional transmission lines. 

Mr. Jones. That is right. 

Mr. Horrman. That were not included in the original estimates. 

Mr. Rarr. That is correct. 

Mr. Jones. So if they were not included in the original estimates, 
how could the first estimates have been in error? They were only 
in error as to the estimates that they made at that time as compared 
to the increased cost that occured from 1937 to 1952. 

Mr. Rarr. I might say that our concern was not that they under- 
estimated originally. An estimate is made, the facts are presented to 
Congress and authorization is made, and then the project grows and 
grows and grows. 

Mr. Jones. Yes, and you have here the title of the chart “How 
Estimates on Federal Projects Climb,” so I assumed that that means 
that the Central Valley project was characteristic of all Federal en- 
deavors in the field of water resources, and therefore you contend 
such endeavors should be abated and the Federal Government get 
out of the business, is that correct? 

Mr. Rarr. I cannot agree with that complete statement, Congress- 
man. I would say it was—— 

Mr. Jones. As far as generating and selling electric energy. That 
is a fair statement, isn’t it? 

Mr. Rarr. You had 2 or 3 questions in your statement, sir. 

Mr. Jones. I don’t want to confuse you. 

Mr. Horrman. Let me ask him one more if I may. 

Mr. Jones. Yes, sir. 

Mr. Horrman. Your complaint is that public-power advocates come 
to the Congress to get the authorization for, say, a little dam. Then 
pretty quick the have to have a steam plant, and then maybe after a 
while they want a distribution system or transmission lines. The 
thing always grows. 

Mr. Rarr. That is our concern. 

Mr. Horrman. And that is 1 of the 3 elements which go into this 
increased cost ? 

Mr. Rarr. Yes, sir. 

Mr. Cuuporr. What has that got to do with estimates? 

Mr. Rarr. Pardon ? 

Mr. Cuuporr. What has that got to do with how estimates on Fed- 
eral projects climb? If you make an estimate and you do not pro- 
vide for a transmission system, it is not in your original estimate. I 
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think Mr. Jones brought that out. How can you charge the cost of 
the transmission system to the increase in estimates on Federal 
projects / 

Mr. Rarr. Our use of the word “estimate” here was to show how 
the estimate which is presented to Congress grows from year to 
year. 

Mr. Cuuvuporr. You know it is a funny thing, Mr. Raff—— 

Mr. Jonrs. Just a question there, sir. Your chart does not reflect 
that thought. 

Mr. Cuvuporr. That is right. 

Mr. Jones. Your chart is on estimates of cost, not inclusion of extra 
dams and modifications of projects. Your chart reflects the estimate of 
cost. If your reliance is on the testimony before the Appropriations 
Committee, certainly there would be a change in price, but it did not 
just increase the estimates in cost, without the other things and with- 
out the increase of cost of construction ? 

Mr. Rarr. That is correct, sir. 

Mr. Cuuporr. Can I just ask him one question there? You know 
an amazing thing about this power situation, the private companies 
complain about the Federal Government building transmission lines; 
end the reason the Federal Government builds transmission lies is be- 

cause the private power companies refuse to wheel power over their 
own liries and the poor farmer cannot get any power unless it gets to 
him from the dam, from the busbar. So the Federal Government is 
forced to build transmission lines. 

[ think if you will make a study of the entire problem, you will find 
the minute the Federal Government authorizes or tries to build trans- 
mission lines, then the private companies agree to wheel. That has 
been a pattern of conduct throughout the entire country, so do not com- 
plain abotit that, if you will not help out in using your unused capacity 
for wheeling Federal power. 

Mr. Rarr. Mr. Chairman, the Montana Power Co. has 3 wheeling 
contracts, 2 with the Bureau of Reclamation and 1 with Bonneville 
Power Administration to wheel power to REA cooperatives. 

Mr. Cuvuporr. I am not criticizing Montana specifically, and I 
know that this book does not only represent the feelings of Montana. 
This represents the feelings of the Rocky Mountain States power com- 
panies, and they are guilty of some of these practices. I want to say 
this to you: I do not know anything about the Montana Power Co. If 
what you tell me is true, I want to congratulate you on your operation. 

Mr. Rarr. Thank you. 

Mr. Cuuporr. But this pamphlet was not brought out by the Mon- 
tana Power Co. It was brought out by the members of the Rocky 
Mountain States Association, and you are stuck with it and you have 
to explain it not as a representative of the Montana Power Co. but as « 
representative of one of the companies that put out this booklet. 

Mr. Rarr. I am glad to do that, sir. 

Mr. Jones. Just one more line of questioning. On page 35, Mr. 
Raff, “The socialistic approach.” Was it your intention to portray the 
activities of the Federal Government in resource development and gen- 
eration, distribution, and sale of power as being socialistic ? 

Mr. Rarr. I believe the taking over of the power industry by any 
government is socialistic. 
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Mr. Jones. In other words, that is a part of socialism that provides 
that power from the falling waters which are owned by the Federal 
Government is generated and sold to the widest distribution, the great- 
est number of people—is socialistic ? 

Mr. Rarr. I believe that any enterprise that is taken over by gov- 
ernment in competition with the people it serves is socialism. 

Mr. Jones. All right. Now, the Reclamation Act provided that 
this energy generated by these reclamation projects would be sold to 
referential customers. Do you think that was socialistic? 

Mr. Rarr- My understanding of that preference clause, Congress- 
man, was that the power generated at reclamation projects was to be 
used for and on the reclamation project, and if there was any left 
over, it was to be sold to the public, giving preference for municipal 
purposes. I certainly would not want to suggest that the Govern- 
ment should not sell any excess power that it had. 

Mr. Jones. Do you think it should exclude the private utilities over 
amunicipality? Do you think that is socialistic? 

Mr. Rarr. To exclude the private utilities? 

Mr. Jones. Yes, and give preference to the municipalities over pri- 
vate utilities, don’t you think that is socialistic? 

Mr. Rarr. As to the way the Reclamation Act of 1906 was worded, 
I do not think it was socialistic. 

Mr. Jones. Do you think that the Federal Power Act was social- 
istic? It has a preference provision in it. 

Mr. Rarr. I would have to reread it, sir, before I could answer that 
accurately. 

Mr. Jones. Do you think that the REA Act with its preference 
is socialistic ? 

Mr. Rarr. I will have to say that I do not think that the REA Act 
is socialistic. 

Mr.-Jongs. Do you think the Bonneville Act, which provides for 
preferential treatment of customers, like all the other acts, is social- 
istic ? 

Mr. Rarr. I do not think the Bonneville Power Administration is 
socialistic, sir. They sell a great deal of their power to the aluminum 
industry. 

Mr. Jones. By the same reasoning then, TVA is not socialistic. A 
large block of its power goes to Alcoa and Reynolds Metals Co. just 
like the Bonneville Power Administration sells a large block of power 
to Reynolds. 

Mr. Rarr. I think there is this difference, Congressman. Bonne- 
ville Power Administration is a marketing agency. I would say that 
the Tennessee Valley Authority is socialistic in that it has adopted 
the idea of the Government being the sole producer of power, the sole 
marketer of power in that area. 

I would further have to yield to Mr. Norman Thomas, who is a 
Socialist, and who says that the Tennessee Valley Authority is a great 
socialistic experiment, so I could not quarrel with his views on that. 

Mr. Jones. In other words, you and Mr. Thomas are in agreement 
about TV A being socialistic. 

Now, you said since Bonneville is a selling agency, SPA—South- 
western Power Administration—that would not be socialistic, would 
it, because it performs the same responsibility and function as the 
Bonneville Power Administration. 
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Mr. Rarr. I am not personally acquainted with the Southwestern 
Power Administration. I understand that it is a similar type to the 
Bonneville Power Administration. 

Mr. Jones. And so it would not be socialistic in your opinion? 

Mr. Rarr. I say I do not have any personal knowledge of how they 
operate. 

Mr. Jones. But if it performed the same type of services as 
Bonneville Power Administration, you would not say it is socialistic? 

Mr. Rarr. I would like to give you the best answer I can, Congress- 
man, and I would like to say that if that or any other agency is 
devoted to the idea which I have just explained, and that is that 
the Government takes over in competition with the people it serves, 
any enterprise, then it is socialistic. 

Mr. Jones. Let’s go back now. If the Southwestern Power Ad- 
ministration performs generally the same type of marketing service 
for the Corps of Engineers, selling the power that is generated from 
their dams, then the Southwestern Power Administration is the sell- 
ing agency for the Corps of Engineers, for the Federal Government, 
you would not consider that a socialistic enterprise ? 

Mr. Rarr. If their purpose is to drive the private power companies 
out of business, I would say it was. 

Mr. Jones. I presume that this goes to the proposition of the vari- 
ous acts in connection with the subject as being socialistic, because 
unless you have an act that directs you in the paths of socialism, 
then it is not socialistic. So what I am trying to get at is the various 
activities of the Federal Government in the power field that you say 
is the socialistic approach. 

Mr, Rarr. May I explain something ? 

Mr. Jones. Yes. 

Mr. Rarr. What you have referred to as the socialistic approach, 
as contained on page 35, devotes itself to the statement of the Rocialiat 
platform, to Carl D. Thompson and to H. S. Raushenbush. It does 
not devote itself to the Federal power program as such. 

Mr. Jones. Iam sure you put it in here to point out to the Secretary 
of the Interior or those responsible in the Department of Interior 
that you were fearful and apprehensive that the power policy of the 
Fedéral Government would be socialistic. Then you referred to it 
earlier as being New Deal planning in the Roosevelt administration 
which has been expanded for 20 years. So I just thought in looking 
at these that there was a continuity of development to which you 
have objected, and that you inserted an addendum, this Proposal for 
a National Power Policy, in which one of the points is that you ad- 
vocate the removal of the preference clause from the various Federal 
acts which contain the preference section. Is that correct, sir? 

Mr. Rarr. Your statement and question was so long that I do not 
know if I got it fully, but I would say that we are opposed to the 
preference clause as being unfair. 

Mr. Jones. Yes. And it would be part of a socialistic approach; 
would it not? 

Mr. Rarr. Congressman, I have never considered it in that light. 
I have, for myself, always been opposed to the preference clause be- 
cause of its basic unfairness. 
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Mr. Jones. Because it gives preference to public bodies and to the 
Federal Government and to the municipalities as preferential over 
the private utilities; that is your objection to it? 

Mr. Rarr. My objection is that it markets power that is paid for 
by all of the taxpayers, but does not give everyone an equal chance 
at the power. 

Mr. Cuvuporr. That is not socialistic; is it? 

Mr. Rarr. I said my objection was that it was unfair. My objec- 
tion was not toward the point of socialism. 

Mr. Cuuporr. Then why did you not use that in your conclusion 
rather than socialistic approaches? Say, “Our objection is unfair- 
ness. It is not objection to socialism.” 

Mr. Rarr. We are talking, sir, about the preference clause at this 
point. 

Mr. Jones. What was the purpose of this page 35? 

Mr. Rarr. The purpose of that page was to show that there were 
and are certain people who believe that the Government should com- 
pletely take over the power business, and that there should not be any 
private enterprise investor-owned electric utilities. 

Mr. Horrman. Mr. Chairman, I have a couple other committee 
meetings, too, and I wondered if Mr. Jones would yield to me right on 
this one point that you are talking about now. 

Mr. Jongs. I would be glad to. 

Mr. Horrman. You asked the witness a little while ago about the 
previous administration, the socialistic end of it. I think that is a 
very fruitful field to get into. 

Now, do you recall in 1933 when Rexford G. Tugwell was Assistant 
Secretary of Agriculture, and in 1934 to 1937 when he was Under 
Secretary of Agriculture? 

Mr. Rarr. I recall that. 

Mr. Horrman. And at that time he said this: “Business will log- 
ically be required to disappear.” 

Do you think that the carrying out of that policy would be 
socialistic ? 

Mr. Rarr. Yes, sir. 

Mr. Horrman. And he also said: 

New industries will not just happen as the automobile industry did. They 
will have to be foreseen, to be argued for, to seem probably desirable features of 
the whole economy before they can be entered upon. The future is becoming 
visible in Russia. 

Do you think that is socialistic? 

Mr. Rarr. Yes, sir. 

Mr. Horrman. Then he said this: 

Perhaps our statesmen will give way or be more or less gently removed from 
duty. 

I don’t know whether he meant by election or how, but that is his 

statement. 
"Perhaps our Constitution and statutes will be revised. Perhaps our vested 
interests will submit to control without violent resistance. * * * Yet the new 
kind of economic machinery will have in prospect cannot function in our present 
economy. 

Then he also made the statement that he hoped the removal of the 
busmessmen would be not violent but come about through planning. 
Do you consider those ideas expressed by Tugwell socialistic? 
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Mr. Rarr. Yes, sir; I do. 

Mr. Jones. Let me ask, Mr. Hoffman, you are not suggesting that 
the line of questioning I have been following means that I embraee 
the utterances that you have just referred to? 

Mr. Horrman. Oh, no; 1 would not think you would follow that line 
exactly. 

Mr. Jones. Of course, I was talking about the various acts. 

Mr. Horrman. Tugwell said that he hoped it would not be too 
bloody and too violent. I do not attribute any such thought 

Mr. Jones. You do not have to worry about that because with a 
Republican administration in Washington, why we will have no more 
Tugwells. 

Mr. Horrman. You say we won’t? 

Mr. Jones. No. 

Mr. Horrman. Even if the administration changes? 

Mr. Jones. Even if the administration changes. 

Mr. Horrman. Well, praise God for that. 

Mr. Jones. Yes, sir. 

Mr. Horrman. You join me in that? 

Mr. Jones. I knew you would be refreshed when I told you that. 

Mr. Horrman. I certainly am feeling good because I am apprehen- 
sive, a fearful man. 

Mr. Jones. And that is the reason why I was asking about his 
fears and apprehensions. 

Mr. Horrman. Yes. Now we get down to this man H. S. Raushen- 
bush. I think that is way they pronounce it. He was Chief of Re- 
search and Power Planning Branch of the Power Division in the De- 
partment of the Interior until January 15, 1947, and one of his state- 
ments was “Our long-time aim is the abolition of the profit system for 
privateuse.” Do you think that is socialistic? 

Mr. Rarr. I certainly do, sir. 

Mr. Horrman. Am I correct in assuming then that you think it is 
socialistic where the Government comes in competition with taxpaying 
individuals or private enterprises and takes over and puts them out 
of business ? 

Mr. Rarr. That is the point I was trying to make, sir. 

Mr. Horrman. And each particular case of course has to depend on 
its own circumstances ? 

Mr. Rarr. I would say that is correct. 

Mr. Cuuporr. I just want to ask one question: Can you name me 
one private utility 

Mr. Horrman. Wait a minute, I have one more. And you think 
that on the part of those in control since Tugwell made that statement, 
there has been a tendency to extend all the time the Government activ- 
ity in the field occupied by private enterprise ? 

Mr. Rarr. That is our concern. 

Mr. Horrman. And you are afraid you are going to be liquidated, 
not your heads cut off, but financially liquidated ? 

Mr. Rarr. Yes, sir. 

Mr. Cuvporr. Mr. Raff, I just want to ask one question in line with 
Mr. Hoffman’s. Can you name me one private electric company put 
out of business because of the power activity of the United States? 

Mr. Rarr. Yes; all of the electric utilities in the Tennessee Valley. 

Mr. Cuuporr. They were put out of business. 
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Mr. Horrman. Liquidated ? 
Mr. Cuuporr. They were liquidated and their stockholders paid 
the value of the property at the time the Tennessee Valley 

Mr. Rarr. I have no personal knowledge whether the stockholders 
were paid the value of the property. 

Mr. Cuvporr. You are not trying to tell us that the owners of the 
stock in the Tennessee Valley were told they could paper their living 
room walls with the stock, are you? Mr. Jones, how much did the 
Government pay ? 

Mr. Jones. The Commonwealth & Southern and the Tennessee Co. 
were paid $75 million. 

Mr. Cuvporr. And it was a profit on their investment, wasn’t it? 

Mr. Jones. Far in excess of the value. 

Mr. Rarr. But they were denied the right to continue operating by 
the fact that the Tennessee Valley 

Mr. Jones. TVA did not keep them from operating. TVA does 
not have any franchises, The people decide that question themselves. 
Suppose the people of Montana were to by referendum decide that they 
would no longer give to the Montana Power & Light Co. any authority 
to operate. Of course they would have that inherent right. 

Mr. Rarr. They certainly would, sir. 

Mr. Jones. Because there is not a utility company in the country 
that is a private business. The notion that a utility company is a 
private business is just as foreign as to say anybody that runs a rail- 
road had the right to exercise eminent domain just because they want 
to run a railroad. 

They have got to get a franchise from the Government to do for the 
people what they can do for themselves, so you are as much a public 
business at the TVA or any other Government utility, Bell Telephone 
Co., or anybody else clothed with authority under the law. 

Mr. Rarr. I agree with you perfectly, Congressman. I will say 
that we are a public business for the reason that millions of people 
own our stock, and that is one of the reasons we think that it is our 
duty and responsibility to make our side'of the story known'to protect 
the men and women who own our stock. And also the men and women, 
the people who buy our product. 

r. JonES. We got through with Bonneville, with Southwestern 
Power Administration, the Reclamation Act, the Federal Power Act, 
and the REA Act, and you found none of those socialistic. The only 
one that I have enumerated so far in your opinion that is socialistic 
is the Tennessee Valley Authority. And Mr. Hoffman pointed out 
about some of those people in 1933 that discussed the preference 

Mr. Horrman. I did.not quote anything about the preference clause. 

Mr. Jones. You mean about the business arrangements? 

Mr. Horrman. Oh,no. AJI I was quoting was that Tugwell and the 
other gentleman who was in the Government suggesting that we liqui- 
‘date the businessmen and corporations. 

Mr. Jones. Are you suggesting by leaving the preference clause in 
that that liquidates the businessmen ? 

Mr. Horrman. No, I am suggesting that as the Government extends 
its activities into all these fields, it will gradually liquidate all the 
fellows who are able to pay taxes, those who make a profit. I guess you 
do pay taxes whether you make a profit or not, don’t you ? 
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Mr. Jones. No, because you are guaranteed under the law when you 
operate a utility a reasonable return on your investment. 

Mr. Horrman. No, I think you are wrong. We fought that out 
once before. 

Mr. Cuuporr. We fought that out in San Francisco, Mr. Hoffman. 

Mr. Horrman. The State fixes the rate they charge but they do not 
guarantee any profit. Anyway, you and I will argue that outside some 
time. 

Mr. Cuuporr. I think they guarantee a fair return on their in- 
vestment-and that is how they set the rate. o 

Mr. Jones. Do you think the Atomic Energy Act enacted in 1954 
during the Eisenhower administration, which contains a preference 
clause, is socialistic ? 

Mr. Horrman. Wouldn’t you strike “the Eisenhower adiministra- 
tion”? 

Mr. Rarr. [have not studied the Atomic Energy Act, sir. I cannot. 
answer that. 

Mr. Jones. If it contained the general provisions, the Atomic 
Energy Act contains the same preference provisions as the various 
other acts, would you think that is socialistic ¢ 

Mr. Rarr. I believe I answered before, sir, that my objection to the 
preference clause is not an objection based on any question of socialism. 
It is based on a question of fairness. 

Mr. Jones. In all of those operations you only found one in your 
opinion that is socialistic ¢ 

Mr. Rarr. To honestly answer your question to the best of my 
ability, I would say that if and as any of the agencies you have listed 
seek to drive the investor-owned utilities out of business, that is 
socialistic. 

Mr. Jones. Are you inferring that the agency itself tries to put 
people out of, business? They operate under the laws. What is your 
deep-seated fear of socialism that you are so anxious to convince-—as; I 
understood your testimony this was prepared with great. care’.and 
great expense to your company. It required the concurrence of five 
companies, a great amount of intercourse between the companies. 
Then you had to bring it to Washington to deposit it in the hands of the 
Secretary in order that you could get a fair shake out of it dowm at. 
the Department of the Interior. And not only that, you had some 
inserts or addenda in which you enumerated the new type of power 
policy that you wanted adopted by the administration. 

Mr. Rarr. Could I make a statement as to that, sir? 

Mr. Jones. Yes, sir. 

Mr. Rarr. That was not part of the booklet. 

Mr. Jonxs. It was part of what. you delivered to the Secretary ; 
wasn’t it? 

Mr. Rarr. I did not deliver anything to the Secretary. 

Mr. Jones. I mean that was delivered ? 

Mr. Rarr. I have no knowledge of how that. got with the book. 
It was not prepared by me. 

Mr. Jones. The substance of it is no departure from what is con- 
tained in your pamphlet; is it? 

Mr. Rarr. I do not know. I have not studied that pamphlet. .I 
did not.prepare it. I did not know that it existed until Mr. Perlman 
and Mr. Romney came to my office. 
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Mr. Jones. That is all. 

Mr. Cuuporr. I just want to ask you a couple of questions. I 
would like to know from you, Mr. Raff, in the original pamphlet that 
was distributed on the introductory page, that is the page prior to 
page 1, you said: 

The principal investor-owned power companies serving the Rocky Mountain 
area have prepared this booklet of factual information with the thought that 
it will be useful to the Secretary of the Interior and his Department. 

Then;when you revised the book, the second printing or whatever 
printing it was, you changed that introductory page and said: 

The principal investor-owned power companies serving the Rocky Mountain 
area have prepared this booklet of factual information with the thought that 
it will be useful to persons interested in cutting the Federal budget, lowering 
Federal taxes, eliminating socialism, and reducing the Federal debt. 

Now why did you change the introductory wording on the second 
printing ? 

Mr. Rarr. Because the first book was designed solely for presen- 
tation to the Interior Department. The second booklet was for gen- 
eral distribution. 

Mr. Cuuporr. So you would not have had the second booklet if 
you did not think that the first booklet did a pretty good job with-the 
Interior Department officials? 

Mr. Rarr. I would say that we printed the second edition because 
the presidents of the sponsoring companies liked the booklet and 
thought that they would like to use it for general distribution purposes. 

Mr. Cuuporr. Did you ever have any conversation with any ofli- 
cials of the Interior Department concerning the book or its contents 
personally ? 

Mr. Rarr. No, sir. 

Mr. Caruporr. Thank you. Now, I thought since we raised the ques- 
tion of Ebasco before, I think it would be well for the record to.shew 
that the Montana Power Co. is a New Jersey corporation, with offices 
at 40 East Broadway, Butte, Mont., that among the 10 largest. stock- 
holders of the Montana Power Co. as of January 6, 1956, are Mara 
& Co., New York, N. Y., with 1.4 percent holdings; Merrill, Lynch, 
Pierce, Fenner & Bean, New York, N. Y., with 1.2 percent of holdings; 
Shaw & @o.; New York, N. Y., with 1 percent of holdings; Dominick 
& Dominick, New York, N. Y., with 0.9 percent of holdings. Now 
these four large stockholders—yes, Mr. Raff? 

Mr. Rarr. Could I have the name of the first one? 

Mr. Cuuporr. Mara & Co. are among the 20 largest stockholders 
of Electric Bond & Share Co., as of December 31, 1952, so that the 
shareholders of Electric Bond & Share Co. are one and the same with 
Montana Power Co. in some cases. 

Mr. Rarr. I believe you mentioned that these four companies were 
the largest stockholders 

Mr. Cuuporr. Were among the 20 largest stockholders of Electric 
Bond & Share Co., and among the 10 largest stockholders in the 
Montana Power Co.? 

Mr. Rarr. You said, I believe, that they were among the largest 
stockholders of the Montana Power Co. as of 1956? 

Mr. Cuuporr. January 1956. 

Mr. Rarr. And among the largest stockholders of Ebasco as of 
1952? 
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Mr. Cuvporr. December 31, 1952? 

Mr. Rarr. So that those figures are not comparable ¢ 

Mr. Cuvuporr. That was the last time Ebasco Co. was required to re- 
port a list of their shareholders. We could not bring them up to date 
because there are no further reports since 1952. 

Mr. Knox. Mr. Chairman? 

Mr. Cuuporr. Yes, Mr. Knox. 

Mr. Knox. Relative to the Electric Bond & Share, which is the 
Ebasco Co., my understanding is that Electric Bond & Share have 
divested themselves of all holdings in thiscompany. Have you knowl- 
edge of that ! 

Mr. Rarr. I do not have personal knowledge of the extent of that 
divestment, but they have divested themselves of all interest in our 
company. 

Mr. Cuvuporr. Mr. Knox, so that we don’t get the record confused, 
I am reading common-stock holders. I am not alleging that Ebasco 
owns stock in Montana Power Co. What I was bringing out is that 
4 of the 10 largest stockholders of Montana Power Co. were among 
the 20 largest common-stock holders in Electric Bond & Share Co. I 
am not alleging that Electric Bond & Share owned any of Montana 
or vice versa. 

Mr. Knox. The interpretation I had from your remarks was the 
fact that they did 

Mr. Cuuporr. That is why I interrupted you, so there would not 
be any question about it. 

Mr. Rarr. Mr. Chairman, you appreciate that we have no control 
over who owns our common stock. 

Mr. Cuuporr. I understand that, but common-stock holders under 
the law have certain rights to control companies if they own enough 
stock by electing the directors. The directors then make the policies 
of both companies. 

Mr. Rarr. I believe your statement also showed that no one group 
of stockholders owned so much as 2 percent of our stock, because I 
think that is the case. 

Mr. Cuuporr. Yes, the largest one was Mara & Co. and they owned 
1.4 percent. " 

Mr. Horrman. May I ask, Mr. Chairman, what of it? What dif- 
ference does it make? I don’t get the point. 

Mr. Cuuporr. The witness had testified that the companies had 
nothing to do with each other, they had no relationship to each other. 

Mr. Rarr. Mr. Chairman, may I explain your remark there? 

Mr. Cuuporr. Let me carry it a step forward before you explain. 
I asked you a question about it, and you said the only thing Ebasco 
does is that you hire them to make research studies for you? 

Mr. Rarr. That is correct. They do not have any control over us 
and we do not have any control over them. Our relationship is that 
of service company and client. 

Mr. Cuvporr. But stockholders, the large stockholders who con- 
trol the policy of the company by electing directors are one and the 
same ¢ 

Mr. Rarr. I might say that, to my knowledge, no stockholder or 
group of stockholders cuntains or holds any control over the Montana 
Power Co., and to make a full explanation of the point you have raised, 
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we have an 11-man board of directors, all of whom live in Montana, 
and have lived there for many years or were born there. 

Mr. CuuporF. You could not expect a company to be a director. 
Somebody has to be a director. Is there anybody that has an interest 
in Mara & Co.—a director of your company ? 

Mr. Rarr. To my knowledge, no. I would say that the tabulation 
you read would indicate to me personally only one thing, and that is 
that these investment people thought our stock was a good buy and 
they thought Ebasco stock was a good buy. 

Mr. Cuvvorr. Mr. Hoffman, do you have any questions? 

Mr. Horman. No. 

Mr. Cuuporr. Mr. Knox, do you have any questions? 

Mr. Knox. No further questions on the subject at this time. 

Mr. Cuvuporr. Do you have any questions, Mr. Lanigan ? 

Mr. Laniean. I have 2 or 3. You said that Ebasco performed 
certain technical services for you. Do you know of any instances in 
which Ebasco has prepared a speech for any of the officers of the 
Montana Power Co. ? 

Mr. Rarr. No, sir. To my knowledge all of the speeches that have 
heen given by Mr. Corette, other officers of the company and/or my- 
self on any occasion have been prepared by the speaker with or 
without my assistance or the assistance of others in the company. We 
prepare our own speeches. 

Mr. Lantcan. Have you received any list of suggested topics from 
Ebasco for any speeches ? 

Mr. Rarr. I have not. Mr. Corette may have at times in the past. 

Mr. Lantean. Do you know whether or not he has ? 

Mr. Rarr. I would say that he may have. I believe he has received 
suggestions. In what precise form I could not say. 

Mr. Lanicgan. Have you seen those suggestions ? 

Mr. Rarr. Yes; I believe I have seen outlines. 

Mr. Lanican. Have they dealt with the Federal power program? 

Mr. Rarr. I don’t recall. They may have dealt with some phase of 
it. I could not identify that phase. I could tell you what happened 
to all of them, all of them about which I know anything, that is that 
Mr. Corette has told me that he would write his own speech. 

Mr. Laniean. Have you ever used an Ebasco outline in writing a 
speech ? 

Mr. Rarr. I have not. 

Mr. Laniean. For any officer of the company ? 

Mr. Rarr. For «ny officer of the company ? 

Mr. Laniean. Yes. 

Mr. Rarr. No, sir. 

Mr. Laniean. In this booklet I just have one other item. On page 
29 you have a chart called The ayeee Power” Myth in the North- 
west, in which you show the Hungry Horse Dam at 285,000 kilowatts 
and the Kerr Dam at 112,000 kilowatts. Then you show the cost 
at $103 million and $11 million, respectively, and point out that the 
Hungry Horse Dam has over 9 times the cost. Are you aware 
that the Hungry Horse Dam also provides 625,000 kilowatts of down- 
stream firm power ¢ 

Mr. Rarr. I have seen that claim. 

Mr. Lanican. You have? 
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Mr. Rarr. Yes, sir. To further explain this chart, I might also 
say that the Federal plants on the Columbia River, due to storage 
behind Kerr Dam, generate about 3 kilowatt-hours to every kilowatt- 
hour we generate. 

Mr. Laniean. But don’t you think the fact that the downstream 
benefits amount to 625,000 kilowatts are important in comparing the 
2 projects and the cost, the value of the projects ? 

Mr. Rarr. I would have to say that to compare them, I would also 
have to consider and compare the downstream benefits that occur as 
a result of Kerr storage. 

Mr. Laniean. Well Kerr Dam for practical purposes is a run-of-the 
river dam; is it not? 

Mr. Rarr. Oh, it is not. It has behind it Flathead Lake, which is 
35 miles long and as much as 15 miles wide, of which, under the terms 
of our Federal Power Commission license, we have the use of some 
1,220,000 acre-feet of storage. B 

Mr. Lantcan. Flathead Lake then is a natural lake in which you 
add some storage; is that correct ? 

Mr. Rarr. It is a natural lake; yes. 

Mr. Lanican. What are the downstream benefits of Kerr Dam ? 

Mr. Rarr. I have never figured them out on a comparable basis to 
that which you just listed for Hungry Horse, but as I say, the down- 
stream plants on the Columbia River of the Federal Government gen- 
erate about 3 kilowatt-hours for every 1 kilowatt-hour we generate 
with the same water. 

Mr. Lanican. And Hungry Horse also stores the same water as 
Kerr Dam; does it not ? 

Mr. Rarr. A part of the same water. If I might explain, Hungry 
Horse Dam is on the South Fork of the Flathead, and Flathead Lake 
is below that, and water also comes in from the Middle Fork of the 
Flathead, the North Fork of the Flathead and numerous other tribu- 
taries. 

Mr. Lanican. Has the construction of Hungry Horse enabled the 
Montana Power Co. to increase the capacity of Kerr Dam ? 

Mr. Rarr. We have added a third unit which was completed late 
in 1954. I am not acquainted, Mr. Lanigan, with the engineering 
details. We have had the third unit planned for many years, but it 
is true that the storage in Hungry Horse Dam has improved that third 
unit. 

Mr. Lanican. After the Hungry Horse Dam was built, you put in 
the third unit? 

Mr. Rarr. It was after that; yes. 

Mr. Laniean. Don’t you think those factors are significant in com- 
paring the values of these two dams? 

Mr. Rarr. As I say, the third unit was installed in 1954 and this 
book, of course, was written 2 years previously. 

Mr. Laniean. You say you had it planned prior to 1954? 

Mr. Rarr. Yes; we had planned it prior to 1954. 

Mr. Laniean. Are you aware that Hungry Horse Dam has approxi- 
mately $89 million allocated to power and the rest goes to flood control 
and navigation control in the Columbia system ? 

Mr. Rarr. It is my understanding that there are allocations and 
that the power allocation is not 100 percent. 
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Mr. Lantean. Hungry Horse Dam stores about 3 million acre-feet ; 
is that correct ? 

Mr. Rarr. The actual storage escapes my mind right now. I will 
accept whatever figure you 

Mr. Laniean. It does store a considerable amount of water for 
flood-control and navigation-control benefits as well as for power; is 
that not an accurate statement ? ; 

Mr. Rarr. It stores considerable water. I cannot tell you just 
what the advantages are as to flood control and navigation. 

Mr. Laniaan. Do you recall that Mr. Corette delivered a speech 
before the Edison Electric Institute convention in 1952 ¢ 

Mr. Rarr. Was that June of 19524 

Mr. Lanican. It probably was in June; in the middle of 1952? 

Mr. Rarr. I believe he did. 

Mr. Lantean. Could you tell us to what extent that talk was pre- 
pared by Ebasco Services ? 

Mr. Rarr. I am sure that I helped Mr. Corette write that talk. My 
recollection is that—if I had a copy of the speech I might be able to 
tell better, but I believe there were some charts used in connection 
with it which he may have had Ebasco do. 

Mr. Lanigan. Ebasco prepared the charts; is that correct ? 

Mr. Rarr. I do not know that that is correct. I would have to look 
at the speech. 

Mr. Lanigan. Did Ebasco type the talk? 

Mr. Rarr. No, sir. 

Mr. Laniaan. I have 2 letters here, 1 of May 15, 1952, and 1 of May 
27, 1952, both addressed to Mr. Corette, the first of which speaks of 
the manuscript which was sent to Mr. Corette, and it discusses the 
figures. I would appreciate your looking at that. 

Here is a second letter of May 27. Will you read that ? 

(Discussion off the record. ) 

Mr. Rarr. That would indicate that Ebasco types a manuscript, 
but I would like to repeat my earlier statement that I helped Mr. 
Corette work on that spect, and I typed a en UaSript in my Office. 

Mr. Laniean. But Ebasco helped, too; is that right ! 

Mr. Rarr. They apparently did. 

Mr. Lanican. Now, do you recall that Mr. Corette gave a speecn at 
the President’s meeting of Ebasco Services, Inc., on December 1, 19524 

Mr. Rarr. Yes. In one of the files which I brought here in answer 
to the subpena, there was a printed brochure by Ebasco reporting on 
the meeting of 1952; and in it, it said that Mr. Corette gave a speech. 

Mr. Lanican. Did you help him prepare that speech ? 

Mr. Rarr. No, sir. I was in the hospital in October of that year, 
and I did not work on any speech. 

Mr. Lanican. Do you know 

Mr. Horrman. Mr. Chairman, will counsel yield for a question to 
you What is wrong with a speech? What is the purpose—— 

Mr. Cuuporr. Mr. Hoffman, I do not know whether you listened 
before. But the witness had been asked—Mr. Raff had been asked— 
whether or not Ebasco ever prepared any speeches for the company or 
any of its officers. 

r. HorrmMan. Yes. 

Mr. Cuuporr. And Mr. Raff said to the best of his knowledge, they 

had not, and then when Mr. Lanigan showed him the letters, that 
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refreshed his memory, and he said evidently from the letters Ebasco 
must have. Is that right? 

Mr. Rarr. I said that those letters indicate that they did, that I 
helped him write a speech, that I worked on a speech and delivered it 
tohim. I would not 

Mr. Horrmay. Is it to show his memory was at fault, or what? 

Mr. Cuvporr. I would say this, Mr. Hoffman. We are not trying 
to show that everything that anybody says here or anything that any- 
body has done here is wrong. We are only trying to prove by facts 
that they did it. Now, what I may believe is wrong you may not 
believe is wrong, and vice versa. 

Mr. Horrman. Yes. 

Mr. Cuuporr, You know that you always write separate views on 
all our reports, and you never agree with anything that the majority 
one And some of our majority do not agree with the majority. 

Mr. Rarr. May I make one statement, Mr. Chairman, which may 
or may not clear this thing up? In all the years that I have ever 
known. Mr. Corette, I have never known him to read a speech. To 
my knowledge, always any speech that he gives, he gives off the cuff, 
so to speak, with the help of some scribbled notes on a piece of paper. 
In the past, in our own territory and in national meetings, wherever 
I have had anything to do with a speech for him, a manuscript has 
been prepared by me, but I am frank to say that I have never known 
him to follow the manuscript. 

Mr. Horrman. That is what Congressmen do: say something on 
the floor and then revise it. 

Mr. Cuvporr. But as a result of having read these letters of Mav 
27, 1952, and May 15, 1952, it is evident that Ebasco did send him a 
speech. Whether he used it or not is another thing. 

Mr. Rarr. I would have to say that is correct. I do not know what 
he did with whatever they sent him. 

Mr. Lanican. I have one other letter here addressed to Mr. Corette 
from Mr. Phillips. I will ask the witness whether he has ever seen 
this letter. Have you ever seen this letter of November 7, 1952, ad- 
dressed to Mr. J. E. Corette, Jr., and signed by C. N. Phillips, chief of 
research of Ebasco? 

Mr. Rarr. No, sir. 

Mr. Laniaan. You have never seen this letter? 

Mr. Rarr. No, sir. 

Mr. Lanican. I gave you a group of papers there. Have you had 
a chance to go through them ? 

Mr. Horrman. Now, Mr. Chairman, may I understand that all 
these letters to which he makes reference and quotes from are to be 
all put in the record? 

Mr. Cuvcporr. They will be in the record and made available to 
you. 

Mr. Rarr. I recall these letters. 

Mr. Lantcan. I think there is another one over there. 

Mr. Rarr. Oh, this is my own file. 

Mr. Lanican. All right. Mr. Chairman, IT would like to put this 
correspondence in the record, between Mr. Raff and the various em- 
ployees of Ebasco Services. It deals with the preparation of the 
booklet. And rather than ask him whether he has recognized each 
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document separately, I will just read off the date and the name of the 
person to whom it is addressed. 

mci Cuouporr. Without objection, that will be included in the 
record. 

Mr. Laniean. And also these 2 letters dealing with the speech 
delivered by Mr. Corette in June of 1952. 

Mr. Rarr. Pardon me, Mr. Lanigan. Have you or will you identify 
their source ¢ 

Mr. Laniean. Yes. 

Mr. Rarr. I recognized some of those letters as coming from my 
file as being letters of which Mr. Perlman and Mr. Romney requested 
copies from my file, but I did not recognize all of them as being from 
my file. 

Mr. Laniean. I will identify the source. The first letter is a letter 
of May 15, 1952, to J. E. Corette, Jr., from C. N. Phillips. The 
second letter is a letter of May 27, 1952, to Mr. Corette from C. N. 
Phillips. 

Now, these are in material which we received yesterday. I will 
put the source in later. I do not have that written on here. On the 
rest of them, I have the source written on them. (The source was the 
public file of the Securities and Exchange Commission.) 

The next group of letters deals with the correspondence leading to 
the preparation of the booklet. The first letter is a letter of Septem- 
ber 22, 1952, to Mr. Colin Raff from Mrs. Pauline Merrow, and 
that came from the Ebasco Services, Inc., files. 

The second letter is a letter of September 29, 1952, to Mr. Raff 
signed by Pauline Merrow, which came from the Ebasco Services’ 
files. 

The third letter is a letter to Pauline Merrow signed by Mr. Raff. 
The letter is dated September 29, 1952, and that came from Ebasco 
Services’ files. 

The next letter is a letter of October 21, 1952, addressed to Pauline 
Merrow, signed by Colin W. Raff, from the Ebasco Services’ files. 

The next letter is a letter of February 16, 1953, to Mr. J. E. Corette. 
Jr., signed by Pauline Merrow, with an attachment, “Comparison of 
costs of projects in service or under construction.” That came from the 
Montana Power Co. files. 

The next letter is a letter of February 20, 1953, to Mr. Raff, signed 
by C. N. Phillips, with an attachment which came from the Montana 
Power Co. file. The attachment apparently did not come from the 
files of the Montana Power Co. That ought to be identified subse- 
quently. (The source was the public file of the Securities and Ex- 
change Commission. ) 

The next letter is a letter of March 1, 1953, to Mr. Dan Garvin, 
signed by Colin Raff from the Ebasco Services’ files. 

The next letter is a letter of March 1, 1953, to Mrs. Pauline Merrow 
from Colin W. Raff, from the Ebasco Services’ files. 

The next letter is a handwritten letter of March 2, 1953, addressed 
to “Dear Dan,” signed “Raff.” from the Ebasco Services’ files. 

The next letter is an undated letter in handwritten form, with the 
date “Wednesday” at the top, addressed to Mrs. Merrow, signed by 
Colin Raff, from the Ebasco Services’ files. 

The next letter is a letter of March 25, 1953, to Mr. C. N. Phillips. 


It has no signature on it. It is from the Montana Power Co. files. 
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The next letter is a letter of March 30, 1953, to Mr. Corette, signed 
“Tom.” In the upper left-hand corner it has “T. E. Roach, president.” 
vs Idaho Power Co. stationery, and is from the Montana Power 

o. files. 

The next letter is a letter of March 30, 1953, to Mr. Raff, signed 
by C. N. Phillips, from the Montana Power Co. files. 

The next item is a telegram. The date is not quite clear, but it is 
apparently April 3, addressed to J. E. Corette, president of the Mon- 
ye Power Co., signed “Dan Moffat,” from the Montana Power Co. 

es, 

The next letter is a letter of April 4, 1953, to Mr. David D. Moffat, 
with no signature, from the Montana Power Co. files. 

The next letter is a letter of April 8, 1953, addressed to Mr. C. N. 
Phillips, signed by Colin W. Raff, from the Montana Power Co. file. 

The next letter is a letter of June 18, 1953, to Mr. John T. Kimball, 
unsigned, and attached to it is a letter to Mr. Raff from Mr. Kimball. 
The date of the attachment is June 16, 1953. The date of the letter, 
which is evidently a reply, is June 18, 1953, from the Montana Power 
Co. files. 

That completes the correspondence. 

(For the documents referred to, see appendix III.) 

Mr. Horrman. Now, Mr. Chairman, may I ask, reserving the right 
to object—may I ask counsel, is there any claim that those who wrote 
these letters did anything improper, either ethically or in violation of 
any law? 

Mr. Lanican. I am merely putting the documents and the facts in 
the record. I have no claim of any kind, I am merely putting the 
material relating to this subject matter in the record. 

Mr. Horrman. And you have examined the letters, have you not? 

Mr. Laniean. I read the letters. 

Mr. Horrman. Yes. Now, is there any claim on the part of counsel 
that there is anything improper in the letters themselves? 

Mr. Langan. I have no function in either claiming or not claiming. 

Mr. Horrman. As long as you are directing the activities of this 
committee, there is some purpose in mind, of course. Otherwise we 
would not have hearings. Now, I just was inquiring for my own in- 
formation as to what you are trying to prove by the admission of those 
letters. It costs money to get the witnesses here. It cost money to 
subpena thein. If the letters are of any relevancy, I have no objection. 

Mr. Cuvuporr. They ave relevant. ‘They show the course of conduct 
between Ebasco and Montana Power Co. and other electric com- 
panies in preparing this booklet for the purpose of influencing the 
power policy of the United States, which we are holding hearings on. 

Mr. Horrman. Yes. All right. Now, is there any claim, in view 
of what you say, assuming that the writers of the letters and the com- 
panies which employed them wanted to influence the policy of the 
Interior Department—is there any claim that that activity was im- 
proper or illegal? 

Mr. Cuuporr. Mr. Hoffman, yesterday you or Mr. Jonas accused 
me of prejudging these people. 

Mr. Horrman, That is right. 

Mr. Cuvuporr. And I do not want to do that. I want to get all the 
facts in the record, and then we will write a report, and that report 
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will give the judgment of the majority of the committee if they sign 
it. 

Mr. Horrman. Unless there is some purpose in a committee hear- 
ing, we are just wasting time and money in doing it. 

Mr. Cuuporr. I told you what the purpose was. 

Mr. Horrman. As I understand it—— 

Mr. Cuvuporr. | told you what the purpose was. 

Mr. Horrman. The purpose was to find out, as I understand it, 
whether the charge of impropriety or illegality made by the com- 
mittee was substantiated or could be. 

Mr. Cuuporr. I think we can substantiate everything I alleged in 
my opening statement after we hear all the testimony. 

Mr. Horrman. In the previous report you said there was a con- 
spiracy between the power companies and the officials of the Interior 
Department to do something improper. Now, do you claim that there 
is anything in these letters substantiating that? 

Mr. Cuuporr. These letters speak for themselves. 

Mr. Horrman. I guess they do. And as nearly as I understand it— 
I will ask the witness, if I may, a question or two—— 

Mr. Cuuporr. Surely. 

Mr. Horrman. Have you any apologies to make for the writing or 
the receiving of these letters ? 

Mr. Rarr. No, sir. Those letters are all letters which I wrote to 
people in the 1 esearch depart of Ebasco. I should not say they are 
all letters, but some of the letters in there which I wrote are letters 
I wrote to Ebasco’s research department, and other letters are letters 
which Ebasco research department wrote to me in connection with 
the compilation of the background material and the order for the 
printing of the book. 

Mr. Horrman. Is there anything in any of the letters that you 
wrote or the replies that you received for which you want to apolo- 
rize or which you want to change? 

Mr. Rarr. No, sir. 
Mr. Horrman. Do you think you were exercising your right to 
free speech and free press and petition 

Mr. Rarr. I certainly do, sir. 

Mr. Cuuporr. Do you have any questions, Mr. Knox? 

Mr. Knox. Yes, sir; I have, Mr. Chairman. The questions which 
have been propounded to you, Mr. Raff, would indicate that your 
company has employed the Ebasco firm to make a study for which un- 
doubtedly your company has compensated the E basco Co. for their 
services; is that correct ? 

Mr. Rarr. That is correct. 

Mr. Knox. The information that I have would indicate that the 
Ebaseo Co. are an investment company operating under the Invest- 
ment Act: is that correct ? 

Mr. Rarr. I am sorry, sir. I don’t know the basis of their opera- 
tion other than what we have to do with them, and that is that we hire 
them for certain services, including research work, some engineering 
work, and we hire them on the same basis that we would hire any other 
organization. If their price is right and they do a good job, we hire 
them. If their price is not right, we do not hire them. 

Mr. Knox. They are—— 


£ 
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Mr. Cuuporr. Mr. Knox, I would like to interrupt at that point. 
I believe that you will have an opportunity of getting an answer to 
this question you have just asked the witness, because we are going 
to have 2 or 3 witnesses from Ebasco who will be in a position to 
answer that question. They know all about the operation of the 
company. 

Mr. Knox. I shall repeat the question at the proper time. But I 
have other questions that I should raise. 

Mr. CuuporF. Surely. I just wanted you to know that you could 
get the answer. 
~ Mr. Knox. The Ebasco Co. are an engineering firm, and they offer 
their services to those who want to employ them to make studies of 
their respective operations ? 

Mr. Rarr. That is correct. 

Mr. Knox. Now, information that I have would indicate to me 
that the Ebasco Services have more nonutilities than utility companies. 
Have you any knowledge of that? 

Mr. Rarr. I have no knowledge other than that they have a wide 
variety of clients. ( 

Mr. Knox. I hold here in my hand a report from the Ebasco Serv- 
ices, which company was employed by the Michigan Economics Devel- 
opment. Commission to make a study of the Upper Peninsula of Mich- 
igan. Michigan’s department of economic development is a State 
organization. It cooperates with chambers of commerce throughout 
the State of Michigan in endeavoring to develop the State of Michi- 
gan, and especially portions of the Upper Peninsula. Now, the Ebas- 
co Services were paid for this service which was rendered to the State 
of Michigan. I believe the Federal Government has employed the 
Ebasco Services, and this study was made and financed with the 
funds raised from private industry by the economic development com- 
mission. ‘The report has been praised very highly by the Governor 
of the State of Michigan, G. Mennen Williams, and by all of the 
chambers of commerce throughout the area where the survey was 
made. 

I am also informed that the Inter-American Trade Authority called 
upon the Ebasco Services to make their study on a $100 million project. 
I believe that was in the State of Florida. 

It would seem to me that as far as the Montana Power Co. is con- 
cerned or any other power company or any other industry that ac- 
quires the services of Ebasco, they are expected toe pay a fee for those 
services, and I do not believe that the Ebasco Co., as an engineering 
firm with the reputation that they have, would deviate from their 
actual finding in submitting their report to their employer. Have 
you ever found them as such? 

Mr. Rarr. I have never found them to do anything but provide all 
of the information which we have requested and perform all of the 
services we have requested of them. 

Mr. Knox. Have you ever found any of your associates that have 
employed the Ebasco Services that have felt the Ebasco Services have 
not rendered a just and fair report of their findings on their study? 

Mr. Rarr. I know of no such firm. 

Mr. Knox. You do not find anything that is improper in your find- 
ings as far as the employment of Ebasco is concerned; do you? 
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Mr. Rarr. In this respect ? 

Mr. Kwox. Yes. 

Mr. Rarr. In respect to the book? No. We are very satisfied with 

the work they did. Asa matter of fact, the reason we hired them is be- 
cause they have a good reputation for statistical research and they do 

an excellent job. 

Mr. Knox. And you do feel as a citizen of the United States and 
representing an industry or utility, that you have a just and perfect 
right to present the facts as you find them and your views to your Gov- 
ernment, such as the Interior Department ? 

Mr. Rarr. We feel, it goes beyond a right, sir. We feel that it isa 
responsibility. 

Mr. Knox. I agree, it is a responsibility of the Interior Department 
to know the actual facts that are involved as far as private utilities are 
concerned. I believe that is all at this time. 

Mr. Horrman. I have one question. 

Mr. Cuuporr. Yes, sir. 

Mr. Horrman. Mr. Chairman, I understand that there are a com- 
paratively large number of representatives of the REA, which I guess 
comes into this hearing incidentally here, here intown lobbying -and 
I mean no improper implication of that term—for the Hells C. anyon 
Dam. I wonder if they will be called here on this. Some of them have 
been in to see me. 

Mr. Cuuporr. I guess they have been to see you, Mr. Hoffman, be- 
cause you are an influential Member of the Congress. They have not 
come in to see me at all about Hells Canyon Dam. 

Mr. Horrman. No. They just thought I was susceptible to new 
ideas, and maybe that is the reason they visited me. I do not know. 

Mr. Cuuporr. If there are no further questions, we wil excuse this 
witness. Thank you very much, Mr. Raff. 

Mr. Rarr. Am I permanently excused ? 

Mr. Horrman. I might ask counsel, is there any claim here that 
the employment of this particular concern to which Mr. Knox has 
referred is improper ? 

Mr. Cuvporr. I do not think that Mr. Lanigan can pass on that at 
the present moment. We will have to hear more testimony. 

Mr. Horrman. I am quite sure that with a man of his ability and 
industry, there is some purpose in calling these witnesses and i inquiring 
into this "subject, and ultimately it will be all woven into a picture so 
that we will know what it is all about. 

Mr. Cuvuporr. Mr. Hoffman, you have made accusations on the floor 
of the Congress this past week——— 

Mr. Horrman. I am going to make some more this afternoon if I 
can get the floor. 

Mr. Cuuporr. And probably this afternoon, accusing me of pre- 
judging the facts. And I want to say that I will not do that. I want 
to hear all the facts, and then we will “decide. 

Mr. Horrman. That accounts for the reluctance of the committee 
counsel to express any opinion of what we are trying to do, 

Mr. Cuuporr. We do not want to have any prejudgment, Mr. 
Hoffman. 

Mr. Horrman. That is fine. We should have thought of that at 
the other hearing. 
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Mr. Cuuporr. Thank you, Mr. Raff. We would like you to stay, 
Mr. Raff, until we finish with the Ebasco witnesses, ind after that, 
of course, you will be free to leave. 

Mr. Horrman. When are they going to come? 

Mr. Cuuporr. We are going to have one witness who is going to 
take only 5 minutes, and then we will get to Mr. Phillips of Ebasco 
Services following that witness. 

Is Mr. Radigan in the room, please? 

Mr. Radigan, would you raise your right hand, please? 

What is your full name? 

Mr. Rapigan. Francis Miles Radigan. 

Mr. Cuuporr. And your address? 

Mr. Rapiean. Washington, D. C. 

Mr. Cuuporr. Mr. Radigan, do you solemnly swear that the testi- 
mony you are about to give before this subcommittee shall be the truth, 
the whole truth, and nothing but the truth, so help you God? 

Mr. Ranpiean. I do. 

Mr. Cuuporr. Would you take the witness chair, please? 


TESTIMONY OF FRANCIS MILES RADIGAN, WASHINGTON, D. C., 
FORMERLY EMPLOYED BY THE NATIONAL ASSOCIATION OF 
ELECTRIC COMPANIES 


Mr. Cuuporr. Mr. Lanigan. 

Mr. Lanigan. Will you state your present address, please? 

Mr. Rapiegan. 3601 Wisconsin. 

Mr. Lanigan. Were you employed by the National Association of 
Electric Companies in April 1953? 

Mr. Rapiean. I was. 

Mr. Lanigan. What position did you hold at that time? 

Mr. Rapican. I was secretary to the president, and office manager. 

Mr. Lanigan. I wonder if you would take a look at this document. 
It is a letter dated April 16, 1953, addressed to Mr. J. E. Corette, Jr., 
president, the Montana Power Co.; Mr. G. M. Gadsby, president, 
Utah Power & Light Co.; Mr. J. E. Loiseau, president, Public Service 
Company of Colorado; and Mr. John T. Kimball, vice president, 
Arizona Public Service Co.; and it reads: 


Gentlemen: Mr. Tom Roach stopped by the office today and asked that I notify 
each of you that he had a very satisfactory meeting with Ralph Tudor yesterday 
and presented the booklet by the Rocky Mountain group to him. 

Sincerely, 
F. M. RapiGan. 

Do you identify that ? 

Mr. Rapican. Yes; I do. 

Mr. Lanigan. Is that your signature / 

Mr. Rapriean. Yes. 

Mr. Lanican. Do you recall writing the letter? 

Mr. Rapigan. Yes; I do. 

Mr. Lani@an. Could you tell us just how you happened to write it? 

Mr. Rapican. Well, to the best of my recollection, Mr. Roach 
stopped by the office and asked me to write it. 

Mr. Laniaan. He stopped by on April 16? 

Mr. Rapican. That is the date of the letter. 
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Mr. Lanigan. And you wrote the letter and he gave you the names 
of the people to send the letter to; is that correct? 

Mr. Rapiean. That is right. 

Mr. Lanigan. And you wrote it and sent it according to his instruc- 
tions? 

Mr. Rapiean. Right. 

Mr. Laniean. That is all, Mr. Chairman. 

Mr. Cuuporr. I have just one question, Mr. Radigan. The booklet 
by the Rocky Mountain group referred to in your letter, was that the 
booklet which is entitled “The Federal Power Program, Its Back- 
ground, Growth, and Consequences” ? 

Mr. Rapiean. I have no idea. 

Mr. CuuporFr. You do not know what he referred to ? 

Mr. Rapiean. I don’t know what booklet he refers to. 

Mr. Cuuporr. You just wrote this letter because he asked you to 
drop a line to the presidents of these various electric companies ? 

Mr. Rapiean. That is right. 

Mr. Cuuporr. Do you have any questions, Mr. Hoffman ? 

Mr. Horrman. I would like to look at the letter. What of it? What 
dloes it mean ¢ 

Mr. Rapiean. I know nothing of it. It is merely—— 

Mr. Cuuporr. He just wrote a letter for somebody and he is tell- 
ing us that he did. 

Mr. Horrman. I write 1 to departments, 2 or 3, every day for some- 
body. Is there any claim that there is anything wrong about writing a 
letter? I swear, 1 can’t understand what it is all about. 

Mr. Cuuporr. That is just to cover the gap of what the purpose of 
this booklet was, and we will see by further testimony exactly how 
this letter ties in, Mr. Hoffman. 

Mr. Horrman. I hope that you will spring the trap and explode the 
bomb pretty soon, because—— 

Mr. Knox. Mr. Chairman. 

Mr. Cuuporr. Yes, Mr. Knox. 

Mr. Knox. As I recall the testimony of Mr. Raff, it was to the effect 
that the booklet was prepared so that they may present the facts as 
the power companies had found them, and their views on those facts 
to the Interior Department and to the other utilities. I do not see any- 
thing wrong with it, and it should not bring any discredit upon those 
who prepared it. 

Mr. Horrman. This went to 4 officials of 4 different power compa- 
nies. It did not go to the Interior. Even if it did, I cannot see any- 
thing wrong with it. 

Mr. Cuuporr. I did not say there was anything wrong with it. 

Mr. Horrman. It is interesting; but I think that is all. 

Mr. Cuvuvorr. The letter speaks for itself, Mr. Hoffman. The 
letter merely says that Mr. Roach stopped in to the office of Mr. Radi- 
gan on April 16, 1953, and asked Mr. Radigan to write a letter saying, 
to notify each of the presidents of these four power companies, that 
he had a very satisfactory meeting with Ralph Tudor. Ralph Tudor 
was the then Under Secretary of the Interior 

Mr. Horrman. Yes. 

Mr. Cuuporr. Yesterday, and presented the booklet by the Rocky 
Mountain group to him. Now, I asked the witness whether he knew 
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anything about what this booklet was, and he says he did not. But 
we will later on show that it was the booklet which was supposed to 
be useful to the Secretary of the Interior and his Department. 

Mr. Horrman. Sure. What is wrong with that? 

Mr. Cuuporr. I did not say there was anything wrong with it yet. 
I am not prejudging anything, Mr. Hoffman. 

Mr. Horrman. Apparently we just have a gnawing curiosity to 
find out something, whether it is of any interest to anybody or whether 
it has to do with legislation or anything else. 

Mr. Cuuporr. All right. Thank you, Mr. Radigan. 

Mr. Rarr. Mr. Chairman, could I ask a question to guide my own 
thinking? 

Mr. Cuuporr. Surely. 

Mr. Rarr. To whom do I apply for the expenses in connection with 
the subpena that was issued ? 

Mr. Cuuporr. You will submit an itemized expense account to the 
staff director of the committee, Mr. Perlman, and he will see that you 
receive everything that you are entitled to under the law. 

Mr. Horrman. And you were asked to produce these various docu- 
ments that have been introduced here. Were you asked to produce 
them or subpenaed to produce them ? 

Mr. Rarr. Yes, sir. 

Mr. Horrman. And you have given everything you were asked for, 
so far as you know / 

Mr. Rarr. Yes, sir. 

Thank you very much. 

Mr. Cuuporr. Mr. C. N. Phillips, of Ebasco Services. 

Is he in the room, please ? 

Mr. Phillips, would you raise your right hand, please? 

Do you solemnly swear that the testimony you are about to give 
before the subcommittee shall be the truth, the whole truth, and 
nothing but the truth, so help you God? 

Mr. Puruuirs. I do. 


TESTIMONY OF C. N. PHILLIPS, DIRECTOR OF THE RESEARCH 
DEPARTMENT, EBASCO SERVICES, INC. 


Mr. Cuuporr. What is your full name? 

Mr. Puruuirs. Caleb N. Phillips. 

Mr. Cuuporr. And vour address, Mr. Phillips? 

Mr. Pureies. 20 Fifth Avenue, New York City. 

Mr. Cuuporr. Will you proceed, Mr. Lanigan. 

Mr. Prttiries. Before I start . 

Mr. Lanican. Pardon me just a moment. 

Mr. Priuures. Before I start, I would like to read a brief statement 
on behalf of the company that employs me. 

Mr. Cuuporr. You may proceed, Mr. Phillips. 

Mr. Putiiirs. Ebasco—— 

Mr. Crruporr. Do you have any copies of that? 

Mr. Puttiirs. We have a number of copies; yes, sir. Somebody 
has them back there. 

Mr. Cuvuporr. Thank you. You may proceed, Mr. Phillips. 
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Mr. Puuurrs. Ebasco Services, Inc., has at no time joined an “or- 
ganized effort” to influence the Secretary of the Interior or any other 
Government agency on behalf of private power companies. 

Ebasco Services is one of many business firms offering a wide range 
of professional engineering and consulting services to industrial firms, 
institutions, public utilities, and Government agencies. It is well 
known that these Rocky Mountain power companies are among the 
clients of Ebasco Services. We are very proud to serve them. 

The services we render our clients include research work and devel- 
oping statistics and data on a variety of subjects. Whatever we do 
for our clients is done as the direct result of an order from a client 
to Ebasco to supply the professional services as requested and speci- 
fied by the client. 

With respect to the booklet The Federal Power Program, the ma- 
terial supplied for this project was done on the specific order of the 
Montana Power Co., which requested us to furnish professional re- 
search information. 

That concludes the statement. 

Mr. Cuuporr. Will you proceed, Mr. Lanigan? 

Mr. Knox. Mr. Chairman, may I ask the gentleman a question prior 
to Mr. Lanigan? 

Mr. Cuvuporr. Surely. I think you want to clear up the functions 
of the Ebasco Co., and I think it ought to be in the record. So you 
may proceed. 

Mr. Knox. Mr. Phillips, the Ebaseo Co., as an engineering firm 
which makes studies of operations, whether it be public utilities, 
industry, or agencies of Government, has divested itself of all its 
holdings in this country; is that correct ? 

Mr. Puitures. I am so informed. 

Mr. Cuvuporr. Are you an officer of Ebasco, sir ? 

Mr. Putiiips. No, sir. 

Mr. Cuuporr. You are just an employee? 

Mr. Puiturres. Yes, sir. 

Mr. Cuuporr. What is your capacity ? 

Mr. Puiiures. I am director of research. 

Mr. Knox. Have you knowledge that the Ebasco Co. is an invest- 
ment company and operates under the Investment Act? 

Mr. PuriiPs. Well, sir, I do not believeand I have knowledge of 
it—that Ebasco owns any stock or any investment in anything, per- 
haps, except its own office building. Because of its parent company, 
it is under the control of the Securities and Exchange Commission. 

Mr. Horrman. Mr. Chairman, will the gentleman yield for just 
one question, because I am going to leave you ? 

Mr. Knox. Yes. 

Mr. Horrman. In the first line of your statement you have here 
“organized effort.” It is quoted. Where did you get those two words? 

Mr. Purups. I garnered them from the things I heard here the 
first day. 

Mr. Horrman. What? 

Mr. Puuurs. I got them from the words I heard here on the first 
day. 

Mr. Horrman. You mean, the statement read by the chairman ? 

Mr. Putues, Yes, sir. 
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Mr. Cuuporr. You read it in the newspaper, too, did you not? 

Mr. Puituips. No, sir. 

Mr. Cuvuporr. You did not read what I said in the newspapers? 

Mr. Purtuirs. I don’t think you made the newspapers, sir. 

Mr. Cuvporr. I am trying to build up a circulation for these fel- 
lows. They make their living selling newspapers. 

Mr. Horrman. And they are having an awful time getting news 
iere. 

Mr. Kwox. Mr. Phillips, the Ebasco Co., which is the Electric Bond 
& Share, were directed to divest themselves of their holdings in this 
country, but they do own about 50 percent of the stock in American 
& Foreign Power, which are investments outside of the United States; 
is that correct? 

Mr. Puitxtes. Sir, I am. not informed as to the percentage, but I 
do know that the Electric Bond & Share, which is the parent com- 
pany of Ebasco, does own stock in the American & Foreign Power Co. 

Mr. Cuvuporr. Mr. Knox, the secretary of the company is going to 
testify, and I think he will probably be able to give us the firsthand 
information as to the holdings sind the operations of Ebasco. A\l- 
though I do not want to cut you off, I would suggest that we wait 
for the secretary of the company. The only thing that Mr. Phillips 
can give us is what he thinks he might know about it. Is that not 
right, Mr. Phillips ? 

Mr. Puiuirs. Yes, sir. 

Mr. Cuuporr. So I thought if you withhold your questions for the 
secretary of the company, you will probably get the proper answers 
to them. But if you want to ask this witness any questions, you go 
right ahead, but I wanted to keep the record from getting too bulky 
and lengthy unnecessarily. 

If we are going to have a witness who knows exactly what the situa- 
tion is, we ought to hold it for him. 

Mr. Kwox. Mr. Phillips, you do not have full knowledge of the 
questions which I have asked ¢ 

Mr. Puiures. Well, sir, I believe I am well informed but I do not 
have direct knowledge, because I am not an officer of the company. 

Mr. Knox. Therefore, Mr. Chairman, I will withhold my questions 
until the next witness comes on the stand. 

Mr. Cuuporr. Mr. Lanigan. 

Mr. Laniean. We will hand you a couple of booklets before we 
start to question you. 

Mr. Knox. May I inquire, Mr. Chairman, as to when we will recon- 
vene? 

Mr. Cuvuporr. Nine o’clock tomorrow morning. 

Mr. Knox. Nine o’clock tomorrow morning. I must be excused at 
this time from further participation. 

Mr. CuuporF. I understand: that you have other things to do, Mr. 
Knox. 

Mr. Knox. I have some telephone calls—— 

Mr. Cuuporr. And in view of the fact that Mr. Knox is leaving, 
and the rules of the committee provide that we have to have at least 
two members, we are going to adjourn for lack of a quorum until 9 
o’clock tomorrow morning. 

(Whereupon, at 11:55 a. m., the subcommittee recessed, to recon- 
vene at 9a. m., Wednesday, July 18, 1956.) 
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PRIVATE ELECTRIC UTILITIES’ ORGANIZED EFFORTS 
TO INFLUENCE THE SECRETARY OF THE INTERIOR 
(EBASCO SERVICES, INC., AND ROCKY MOUNTAIN 
GROUP) 


WEDNESDAY, JULY 18, 1956 


Hovusr or REPRESENTATIVES, 
SUBCOMMITTEE ON Pusitic Works AND Resources 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 9:15 a. m., in 
room 362, Old House Office Building, Hon. Earl Chudoff (chairman 
of the subcommittee) presiding. 

Present: Representatives Chudoff (presiding) , Hoffman, Knox, and 
Jonas. 

Also present : James A. Lanigan, subcommittee counsel, Arthur Perl- 
man, staff director, and Miles Q. Romney, professional staff member. 

Mr. Cuvuporr. The subcommittee will be in order. Mr. Phillips, 
would you come up, please ¢ 

Mr. Putiips. Are you ready to start, sir? 

Mr. Cuuvorr. As soon as counsel is. 

Mr. Puiuirs. Sir, I would like to have the privilege of saying 
something to start with. 

Mr. Cuuporr. Mr. Phillips, I understand you want to make an addi- 
tional statement ; is that right? 


FURTHER TESTIMONY OF C. N. PHILLIPS, DIRECTOR OF THE 
RESEARCH DEPARTMENT, EBASCO SERVICES, INC. 


Mr. Putuures. No, sir; I want to clear up my testimony. When I 
was finishing yesterday, there was some confusion about distinction 
between Ebasco and Bond & Share, and I do not think I was clear. 

Mr. Cuvuporr. Mr. Phillips, you speak rather quietly and I wonder 
if you would speak into the mike? 

Mr. Puuties. I will raise my voice, sir. 

Mr. Cuuporr. We have to hear you, and some of the people in the 
back of the room would like to hear you too. 

Mr. Pures. I would like to outline what I had to say. It is very 
short. 

Mr. Cuuporr. Will you proceed ¢ 

Mr. Pures. At the start of my testimony, shortly before the 
recess yesterday, there seemed to be some confusion in the use of the 
terms “Ebasco” and Electric Bond & Share Co.” TI wish to point out 
that Ebasco is a short term for Ebasco Services, Inc., which provides 
engineering, construction, and business consulting services to indus- 
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trial, financial, public utility, and other cents. It owns no securities 
of any public utility. Ebasco isa wholly owned subsidiary of Electric 
Bond & Share Co. Electric Bond & Share Co. is a registered holding 
company which is in process of converting to an investment company 
under the Investment Company Act of 1940. 

It is my understanding that. today Electric Bond & Share Co. does 
not own directly or indirectly a single share of stock in any electric 
utility company in the United States. 

Mr. Cuvuporr. Thank you for clearing up that point for us, Mr. 
Phillips, except that I would like to ask you one question. 

Who owns the stock of Ebasco Services, Inc. ? 

Mr. Putts. Electric Bond & Share Co. 

Mr. Cuuporr. They own all the stock? 

Mr. Puttres. I understand so. 

Mr. Cuuporr. They are the sole stockholders to the best of your 
information and knowledge? 

Mr. Puituxies. Yes, sir. 

Mr. Cuuporr. Thank you. 

Of course so that we do not get into any further confusion, the 
question I asked was on the question of who owned the stock in Mon- 
tana Power and Electric Bond & Share. I meant Electric Bond & 
Share, the holding company, rather than Ebasco, the Ebasco Services 
Co. 

Mr. Puiures. Yes. 

Mr. Cuuporr, I think we have it straightened out now, don’t you? 

Mr. Puiiiirs. I hope so. It is very confusing, I realize, and that 
is why I wanted to make it very clear, crystal clear about it. 

Mr. Lanican. Mr. Phillips, I wonder if you would take a look at 
the red book in front of you entitled “The Federal Power Program” 


which is the original red book and contains the following description 
on the inside of the cover. 


The principal investor-owned power companies serving the Rocky Mountain 
area have prepared this booklet of factual information with the thought that 
it will be useful to the Secretary of the Interior and his Department. 

Hereafter we will refer to the volume with the inscription I have 
just read as the original of the red. books and the volume with a 
changed inscription which omits reference to the Secretary of the 
Interior as the revised edition. 

Could you tell us, sir, when you were first contacted with respect 
to material for this book ? 

Mr, Pumutrs. My recollection is that I was contacted for material 
for a booklet in September 1952. Now whether the booklet I was 
contacted with in that year is this particular booklet I am quite unable. 
to say, because I never saw any booklet with this text in it until in 
1953. 

Mr, Lanican. Who contacted you for material for a booklet in 
September 1952? 

Mr. Putiutrs. Well, I have no way of remembering accurately, sir. 
That is 3144 years ago and I get a great many telephone calls, but my 
recollection is that I was contacted by either Mr. Gorette or Mr. Raff. 

Mr. Lanigan. And your recollection is then that contact was 
through a telephone call? 

Mr. Puituirs. That is my recollection. Of course I might be mis- 
taken, but it is my recollection. 
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Mr. Lanitgan. Could you tell us what type of information was re- 
quested .of you in September of 1952 with respect to a booklet? 

Mr. Puitxies. Well, my recollection is it was a request for some 
data, and one of the things that I particularly remember about it 
because we were not too successful in doing it, was a breakdown of 
some historical data by regions, and there was an attempt made to 
do that. I think it failed because we did not have satisfactory data, 
and we are very particular, as I told you when I talked to you, that 
our data be as accurate as humanly possible to make it, because that 
is my business, to produce accurate data for people. 

Mr. Laniaan. Then did you submit any data of any kind in re- 
sponse to the telephone call? 

Mr, Puutiirs. We certainly did. 

Mr, Lanigan. And you supplied that with covering letters—— 

Mr. Puiures. I do not know whether I signed the letter or not. 
You told me I did not but there was probably a covering letter. 

Mr. Laniean. I meant in your division. 

Mr. Puituirs. Yes, my department supplied a letter, probably did, 
and I think I have seen it. 

Mr. Laniean. The correspondence has already been put in the 
record, Mr, Chairman, I just wanted to identify it. 

Subsequently, was Ebasco Services, Inc., called upon to perform 
any work upon the particular booklet, the original booklet which you 
have before you? 

Mr. Puitirs. Yes. 

Mr. Lantcan. Could you tell us in your own words what was re- 
quested and what you did? 

Mr. Puuszirs. We were requested to produce some additional in- 
formation, and it mainly consisted of bringing what we already had 
furnished up to date. 

Mr. Lanigan. When was that request made ? 

Mr. Puuuies. Well, I think it was February. 

Mr. Laniean. Of 1953? 

Mr. Puuuies. I was not in New York at the time. 

Mr. Lanigan. That was February of 1953? 

Mr. Putuuirs. Yes, sir. 

Mr. Laniean. Proceed, please. 

Mr. Putmures. And a limited edition was gotten out under the in- 
structions of Montana Power Co. They supplied us with sketches of 
the charts and asked us to set the report up and get it printed. 

Now, the method that was used: As you will note, the charts are 
done by a print method, and as I remember we ordered a hundred 
copies of each one, because you have to pay the full price for anything 
less. If you order 25 or 50 you still have to pay the full price for it. 
And then this dummy was made—I think we furnished you with the 
dummy—and then this job was sent out to a printer who printed it, 
and these charts were colored. 

Now, I look at this thing, and I am not too sure this is a hand job. 
It might have been a machine job, and I mean by a machine job, a 
professional job, and we have it done by someone outside who cuts a 
template and uses a spray gun to do this thing. It is very quick and 
does quite a handsome job. I said I thought it was hand colored, be- 
cause we generally hand color these short little jobs. I look at this 


82402—56 6 

















76 EFFORTS TO INFLUENCE SECRETARY OF THE INTERIOR 


and notice the paper is not wrinkled, and ordinarily on a hand- 
colored job there is a wrinkle shows up, so we may be mistaken about 
this. This might have been done by a man named Fulton, whom we 
employ for such things. 

Mr. Lanigan. And Mr. Fulton uses a stencil and a spray process ? 

Mr. Puitiies. He makes a template and uses a spray gun. 

Mr. Horrman. Mr. Chairman, may I—I do not know if I should 
put this in the form of an objection or an observation. I cannot un- 
derstand the relevance or the value of the inquiry as to how the booklet 
was printed or where or any of that. 

As I understand, the companies which are involved admit they em- 
ployed this firm to do the research work and their purpose was, as 
they state, to give the facts to people who might be interested. I am 
going further. I assume they wanted to influence the Department of 
the Interior; they wanted to influence their Representatives in the 
Congress. Now, as long as they admit all that, aren’t we just killing 
time with all of these details? 

Mr. Cuvuporr. Well, I think in order to have an orderly record, Mr. 
Hoffman, there are some facts we are going to have to have from this 
gentleman. But personally I do not think it makes any difference 
whether the charts were hand colored or stenciled or how they were 
made. 

Mr. Horrman. Or who did it? 

Mr. Cuuporr. Or who did it. The witness, of course, brought that 
up, and he is such a nice gentleman I did not want to interrupt him. 
I do not want him to get excited. He is nice and cool and collected, 
and you know sometimes if you start 

Mr. Horrman. I am very happy to be able to agree with you in the 
statement. He is a very fine gentleman; apparently he knows all 
about his own business, perhaps much more than we do about ours. 

Now I can see why it is relevant if there are mistakes in the book, 
inaccuracies in the book; I can see why that would be a proper subject 
of inquiry. But as long as the companies admit, and I assume they 
do—they are sitting here and if they do not they can express their 
disagreement—as long as they admit they put on this campaign to put 
their case before whoever might be interested, whoever would listen, 
[ cannot see anything to merit further inquiry. 

Mr. Cuuporr. Mr. Hoffman, I want to say this to you: I think 
there are some facts we would have to get from this witness, and I 
think that we should not clutter up the record as to who printed the 
book, how it was printed, and so forth. But it is true that we call 
witnesses to tell us things we don’t know. There are a lot of things 
we don’t know. 

I know when I started out on this power investigation I did not 
know anything about power, and I am very happy to say I learned a 
lot about the problem, and it is a very important problem. I think it 
would be nice if every Congressman understood the problem, especially 
where I come from. 

Mr. Horrman. I am finding out about this paint job. Maybe I can 
tind out whether it will be more profitable or cheaper to me or equally 
good to paint my home by a spray or a brush, I do not know, but the 
charge here was expressed in the formal report filed by the committee. 
Now the facts are all admitted as I understand it. We do not need to 
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swear witnesses to prove that the companies wanted to get inter- 
pretation of legislation that was on the books that would be favorable 
to them, that they wanted to get legislation which would be helpful 
tothem. The question is whether they entered into a conspiracy with 
the Department of the Interior to put through some legislation. 

Mr. Cuuporr. Let’s listen to what the witness has to say and we 
will go right ahead and get through. 

Mr. Horrman. I am happy to stay here and help you get a quorum 
and save the time of some Democratic Congressman who would come 
if I went. 

Mr. Cuvporr. | do not think there is any question that this book was 
ordered and paid for by the Montana Power Co. and certain other 
Recky Mountain States companies. 

Mr. Horr. an. And they are responsible for it and for its use there- 
after insofar 

Mr. CHtUnenr, And it was printed for the purpose of trying to con- 
vince the Secretary of Interior that what they thought was right. 
But I believe the committee is interested in trying to find how this 
thing was done and the reason why it was done, and that is what I am 
trying to find out. Now would you proceed, Mr. Lanigan? 

Mr. Pues. Sir, I notice there is a stamp on this ‘thing that says 
it was received by the Department of Interior November 17, 1955. 

Lam a little puzzled as to that. What does it mean? 

Mr. Horrman. What is that? 

Mr. Puitups. There is a stamp on the book that says, “Central 
Library, received November 17, 1955, Library, Department of the 
Interior.” That was never on there. That is not our printing on 
there. 

Mr. Cuuporr. That is when it got into the Department of Interior 
library. They stamped it on there. Incidentally, that is where we 
found the book. 

Mr. Horrman. There is not anything obscene about it, is there, that 
it would not. be mailable ? 

Mr. Cuvporr. I did not say there was anything obscene or any crime 
committed, and that is not what we are trying to prove. Now would 
you proceed, Mr. Lanigan ? 

Mr. Lantean. I believe Mr. Phillips was telling us about the book. 
He had remarked about the coloring when there were some questions 
asked. Do you have any further remarks? 

Mr. Pxitsirs. Because I told you it was hand colored probably and 
I look at this booklet, it is the first time I have looked at it, been able 
to see it, I have my doubts. But I do not think it is very important 
how.it was colored, sir. 

Mr. Lantean. I have here an order-for-services sheet. I wonder, 
sir, if you would identify that? 

Mr. Puttires. Yes, sir; it looks like a copy of our internal order 
for the work. 

Mr. Laniean. And if you will turn the sheet, you will see a hand- 
written statement. of charges. Have you seen that before, sir? 

Mr. Pritts. Yes; you 1 showed it fo me, I think. 

Mr. Laniean. Is that from your office ? 

Mr. Putiures. It is from the office of Ebaseo, I think, yes. I do 
not. know who wrote that. 

Mr. LAnican. It is not your handwriting? 
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Mr. Puuuirs. No, sir; nobody can read my handwriting. 

Mr. Lanigan. But it is part of Ebasco records ¢ 

Mr. Puiurs. Oh, yes, surely. 

Mr. Lanican. May we have that; entered in the record, sir? 

Mr. Cuuporr. Without objection let it be so admitted at this point. 

Mr. Lanican. I will identify it as Ebasco Services, Inc., order for 
billing No. 4883, April 16, 1953. 

(The documents referred to are as follows :) 


EBASCO SERVICES INCORPORATED numean___ 4883 
Apr. 14, 19°53 
ORDER FOR SERVICES ores 


REQUERTED BY The Yost eee Te Neen 
TITLE OF ORDER __Suecisl Bork for Montans Power Torpery 


DESCRIPTION OF WORK: 


Preparation of a booklet. 


Above in accordance with verbal authoriza- 
tion from J = Corette to C N Phillips in 
Yarch 1953 


FILLING “OR SERVICES AT P2R DIki. RATES 


Consulting - nil Pole Inasebenien Actual: Dailys...+sHourlys Aves. 
Design or appraisal.c.ccccccccee Cuoted: Dailye...ctiourlyececes 
Agreement Datede.ccccccccccecces 


CCPH HEHEHE OHO E ES 


eee eee eee eee ee eee eee) 


Pilling Caption 
PRERABATION...0F. BOOKLET.../M. AUCLEDAMLE 


ote Pe . 


WATh.. MER BA. AV THORIZATION...OF........ 
ME MARU GARR TTR es 


COPIES FOR 
_— . DEPARTMENTS ASSISTING 
TREASURY DEPARTMENT «2 comes: OEPARTMENTS ASSISTING oe A er 
CEmemar ComsucTamT DESION ANB ComsTAUCTION Seo dak anne — 
omen RECEIVING REQUEST ENGINEERING DEPARTMENT agen 


RATE OEPARTMENT 

SYSTEMS @ mMETNOOS 

TAR OCPARTMENT 

OFFICE SERVICE OEPARTMENT 


CX Phillips 


SEPARTMENTS ASSISTING 
MOOUSTRIAA RELATIONS 


RESEARCH DEPARTMENT 
Sates OCPARTMENT 
WASPMMGTON GFFICE 
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Mr. Lanican. As I understand it then, you have looked over the 
charts in that booklet; is that correct? 

Mr. Puiuies. Yes, sir. 

Mr. Laniean. Are they based upon factual information which you 

upplied ? 
. Pures. Yes, sir. 

Mr. Lanican. I have a letter here of February 20, 1953, and in this 
letter there is a reference to the fact that you had prepared some 
charts and data for a presidents’ meeting of Ebasco Services, in 
December of 1952. 

Mr. Puuties. Yes, sir. 

Mr. Lanigan. This letter is already in the record. 

Mr. Puuuties. I would like to look at it to be sure. 

Mr. Horrman. Mr. Chairman, may I ask counsel to yield there for 
one question ? 

Mr. Cuuporr. Surely, Mr. Hoffman. 

Mr. Horrman. That presidents’ meeting with the presidents of the 
companies occurred the day before your meeting ? 

Mr. Puties. Yes, sir. 

Mr. Horrman. And that is an annual affair with the presidents? 

Mr. Pututrs. Yes, sir. 

Mr. Horrman. Something like the chamber of commerce, manu- 
facturers association, the labor unions, and other organizations that 
get together to discuss policies. 

Mr. Putuirs. Y es, sir, and other troubles we might have. 

Mr. Horrman. Or the Congressmen hold a caucus to find out how 
they are going to turn down the opposition’s program ? 

Mr. Pures. It is not quite that far. They talk over other trou- 
bles too. 

Mr. Lanican. Was there a presidents’ meeting held on December 
1, 2, and 3, 1952? 

Mr. Puiuutes. Yes, sir. 

Mr. Lantean. Could you tell us the nature of that meeting, sir? 
Mr. Pures. Well, it is really two pastingy, sir. The first day’s 
meeting, the one on December 1, which was I believe a Monday, is 
held by the presidents themselves. 
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One of them presides over it and they present their own program 
and talk about their troubles. You must not assume it is all politics, 
because they have some other physical troubles and problems, but 
they talk about anything they want to talk about, they themselves. 

The second and third days Ebasco puts on a professional meeting 
which is a means of presenting to the presidents the progress of their 
industry during the year, new developments. For example, they talk 
about atomic power and other new things and to present to the presi- 
dents the result of the research work that is done by the various de- 
partments. There are other departments besides mine who do re- 
search work of a professional nature. It isa very largely professional 
meeting. 

Mr. Lanican. In response to our subpena for agenda or a pro- 
gram of the presidents’ meeting, there was submitted a program for 
December 2 and 3 of 1952 for the presidents’ meeting. As I under- 
stand it, the first part of the meeting started on December 1. Did 
Ebasco have any agenda or program for the first day ¢ 

Mr. Puiuires. No, sir. i do not like to call them agendas. The 
thing you have, this second and third day, is not issued to anybody. 
It is merely a time schedule, because if you ever had anything to do 
with a meeting, it is almost impossible to get some people to stop 
talking, and you have to have time schedules or you just mess up your 
meeting. Now, those are not issued to anyone. I furnished them 
because I thought you ought to have all the information available on 
it. I did furnish with that a copy of an article in the Ebasco News 
on the Monday meeting, which lists the speakers, and I believe it to 
be accurate. 

Mr. Laniean. Did you prepare 

Mr. Puiu.ies. I do not know if I did. 

Mr. Lanican. Did you or Ebasco prepare any program in advance 
of the Monday meeting setting forth the speakers who would appear 
on Monday ? 

Mr. Puiauirs. Well, no, we did not. I think that there were some 
suggestions made to the chairman, Mr. Henry Sargent, about what 
might be done. That is quite customary, because every busy man. has 
to have somebody do the work. I am just a hired hand you know, 
and I do what my boss tells me to. 

Mr. Lanigan. Do you receive your entire compensation for your 
services from Ebasco Services, Inc. ? 

Mr. Putuurrs. I get a salary from Ebasco, 

Mr. Lanican- Do you receive any additional compensation from 
the companies who are clients of Ebasco? 

Mr. Putiurrs. Unfortunately, no. 

Mr. Lanican. Or from the officers of those companies? 

Mr. Puitres. No, sir. 

Mr. Lanican. So all of the work you do is done as an employee of 
Ebasco ? 

Mr. Puuitutirs. Yes, sir. 

Mr. Lanigan. What sort of advance preparation does Ebasco make 
for the first day’s meeting ? 

Mr. Puitiirs. They make very little except what I might furnish 
to the chairman of the committee, the chairman of the group gen- 
erally has a committee to make up his meeting. I furnish some ma- 
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terial, generally charts and factual information that he may want. 
So do lots of other people you know too. I am not alone in that. 

Mr. Laniean. I am speaking of you and Ebasco Services. Your 
division prepares the charts and the factual information; is that. cor- 

rect ? 

Mr. Puturirs. The bulk of it. We might go to other departments 
for certain information. Remember, we are a unit, and we have a 
great many people that are very well informed, and the amount really 
that I know is very limited, sir. The human mind does not take in 
much ground and you have to go to other people for data once in a 
while, but I am responsible for it. 

Mr. Lanigan. Pardon? 

Mr. Puuuirs. I am responsible for the stuff; yes, sir. 

Mr. Lanigan. Would you turn to the back of the pamphlet? You 
will notice a pocket ? 

Mr. Putuies, This pecket? Never anything I ever did. 

Mr. Lanican. Will you remove the papers from the pocket? There 
are two papers there: One is a list of references for the material in 
the booklet and the second is entitled “Excerpt From Talk by John T. 
Kimball, December 1, 1952. A Proposal for a National Power Pol- 
icy.” I believe Mr. Perlman showed you a copy of that document 
approximately a week ago, a little over a week ago, when-you were 
interviewed in your office in rey York; is that correct ¢ 

Mr. Putuirs. Yes, sir. I do not think it is this thing that you 
showed me. Itis another print. It is not this. 

Mr. Lanican, It was another print? 

Mr. Puiuies. It is not this sheet. 

Mr. Lanican. Had you seen that document before / 

Mr. Pures. I have no recollection of it, no. 

Mr. Lanigan. You have no recollection of it? 

Mr. Putuuirs. No, Now, | want to be perfectly clear about this 
thing. I know Mr. Kimball, and this subject of a national power 
policy is his favorite subject, and I have heard him talk a good many 
times and it has a familiar ring. 

Mr. Lanican. It has a familiar ring? 

Mr. Puuuies. Yes, sir; it has a familiar ring. He talked about it 
before, but this thing I do not recognize, this particular thing 

Mr. Cuuporr. Mr. Phillips, I think you testified that this confer- 
ence, or this meeting of presidents, was held December 1, 2, and 3, 
1952; is that right ? 

Mr. Pruuiirs. Well, there are 2 meetings, but they are on those 
3 successive days. 

Mr. Cuuporr. And was Mr. Kimball at the meeting? 

Mr. Puuuies, I think he was. I think he is in that list. 

Mr. Cuuporr. He is the former president of the Arizona Public 
Service Co., isn’t that right? 

Mr. Puturrs. No, sir. 

Mr. Cuuporr. What is he? 

Mr. Puiiuirs. He was vice president of Arizona Public Service Co. 

Mr. Cuuporr. And now he is president of the Idaho Power Co. ? 

Mr. Puiuuirs. No, sir. 

Mr. Cuuporr. Vice president of the Idaho Power Co. I am cer- 
tainly promoting him. 
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Mr. Putuirs. I don’t know of my own knowledge, but I am pretty 
sure he is. 

Mr. Cuuporr. He is an official of the Idaho Power Co. now? 

Mr. Pumuirs. Yes, sir. 

Mr. CuHuporr. You were at the meeting of December 1, 1952? 

Mr. Puiuuirs. I was there. I do not know that I listened to all the 
talks by any means. 

Mr. Cuuporr, You were busy with your supervisory duties and 
would not have a chance to sit down and relax and listen ¢ 

Mr. Puriures. I certainly did not. I love to go to a meeting. I 
sit down and relax. I was busy with supervising the details of 
the thing. 

Mr. Cuuporr. So you do not know of your own knowledge whether 
Mr. Kimball ever delivered this talk or circulated this proposal for 
a national power policy at the meeting or not? 

Mr. Putiurps. If he said he did, I am sure he did. I have got 
great confidence in Mr. Kimball. He is a very honorable man. 

Mr. Lanican. Does Ebasco prepare drafts of these talks for the first 
day meetings ? 

Mr. Putiuies. Well, it all depends on the talker. We prepare— 
if the client asks me to, and remember he is the boss and I do not do 
these things unless I am asked to do them—I will prepare an outline, 
[ will prepare ideas, I will write a draft if he wants it. 

Mr. Lanicgan. For whom did you prepare the drafts for the De- 
cember 1 meeting? You prepared a draft for Mr. Kimball, didn’t 
you? 

Mr. Puitures. I would not be a bit surprised but what I did. Now, 
my memory may be faulty, but I would think ordinarily from the 
men I know that I prepared a draft or suggestions for Kimball. I 
probably sent Corette something, though Corette never uses what you 
send him or your ideas. It is my pet peeve that he never does. I 
work my heart out sometimes trying to get - something good and 
he does not use it. I prepared something for J. B. Thomas, J. B. did 
not come to the meeting, and I gave the paper. 

Mr. Lanigan. Was that the paper that you had prepared? 

Mr. Puiwurps. I furnished you, yes. I gave the paper. That 1 
how I happened to have the paper. Now, I want to make it very 
plain that I am sure Mr. Thomas’ views on the matter, I know him 
quite well, he is my client and uses my services—if Mr. Thomas had 
given the paper, he would never have given it in the form that I did, 
although the substance would be the same. He would have stuck 
Texas stories and a lot of other things in it. He does not use the 
text furnished to him. 

Mr. Lantean. He had asked you to furnish a basic draft? 

Mr. Pumuies. Sure, and he talked over with me—remember this is 
all recollection of quite a while ago—he talked over with me the 
ideas about it. 

Mr. Lanican. Who asked you to prepare a draft for Mr. Kimball? 

Mr. Putixies. I suppose he did, or Henry Sargent. He was work- 
ing with Henry Sargent at the time, and Henry Sargent was running 
the meeting. 

Mr. Lanican. Did you prepare a draft for Mr. Kinsey Robinson ? 

Mr. Priuues. Yes, sir; I furnished it to him. 

Mr. Lanican. Pardon me. 








the 


und 












a 





te 
Ps 







SEAMEN Pe Fe 









































EFFORTS TO INFLUENCE SECRETARY OF THE INTERIOR 83 


Mr. Pumutirs, I furnished it to you, I think. 

Mr. Lanican. You furnished him a draft? 

Mr. Puuxres. I think I gave it to you, too. 

Mr. Lanican. That is right. 

Mr. Puiures. I cannot remember. I make mistakes on what I 
furnished you. I got this together in an awful hurry. 

Mr. Lanigan. And how about Mr. Herbert Weatherspoon? Did 
you furnish a draft for him? 

Mr. Puitures. Yes, sir. 

Now, I do not know whether I furnished that to you or not. I do 
not think IT found it, but I am pretty sure I wrote something for him, 
because he is a personal friend. 

Mr. Lanican. Who else talked that first day ? 

Mr. Puiuirs. If you give me that 

Mr. Laniean. You did not give us a list. 

Mr. Puiiuires. Yes, sir, I did. 

Mr. Cuuporr. You gave us something as to the second and third 
days. 

Mr. Puturrs. I gave you a copy of Ebasco News. 

Mr. Cuuporr. I did not see that. Iam sorry. 

Mr. Puiutrs. Do you have it there? 

Mr. Lanican. Yes, I have it here. 

Mr. Puuuiies. I think an account like that firsthand would be 
reliable. 

Mr. Lanican. First, Mr. Henry B. Sargent was president of the 
meeting. Did you prepare any remarks for him? 

Mr. Bitnires. I furnished you with something on atomic energy 
that I found. I am pretty sure he gave that, but again I cannot re- 
member what he said. You might ask Henry. He is available. He 
would probably tell you readily enough. You talked to him, didn’t 
you? He probably told you what he said, but I cannot remember. He 
said “I have got this paper” that I furnished you. 

Mr. Lanican. The next one is J. E. Corette. 

Mr. Putiturrs. Yes, sir. 

Mr. Lanican. You have already testified you furnished him a draft. 

Mr. Pures. There is some question as to how far he used it. 

Mr. J. T. Kimball. 

Mr. Laniean. Mr. J. T. Kimball? 

Mr. Puiiiies. Yes. 

Mr. Lanican. You furnished him a draft? 

Mr. Putiuirs. I probably did. He again writes his own. He is very 
independent about that. 

Mr. Laniean. K. M. Robinson; did you furnish him with a draft? 

Mr. Purures. Yes, sir. 

Mr. Laniean. C. N. Phillips? 

Mr. Priurs. That is the Thomas thing that I gave you. 

Mr. Lanigan. That is right. 

Mr. Puiures. I do not want to blame Mr. Thomas with it, but I 
think it expresses his views. 

Mr. Lanican. I am sorry, I was reading this and going right 
through. Mr. C. H. Moses? 

Mr. Puiuuirs. He talked off the cuff. I did not furnish him any- 
thing. 
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Mr. Lanigan. Did you furnish him material in advance from which 
he prepared his talk? 

Mr. Putiuies. I cannot remember. I might have but I do not think 
T did. 

Mr. Lanican. Mr. Herbert Weatherspoon ? 

Mr. Putiiies. Yes, I furnished him something. 

Mr. Laniean. Allen Smith? 

Mr. Putters. I sent Allen Smith something. Let me think a min- 
ute now. I would normally send him what we prepared for Weather- 
spoon because they are both lawyers. 

Mr. Laniean. Mr. C. E. Oakes? 

Mr. Puiuures. I do not believe I furnished him anything, but I 
might have furnished him these notes. 

Mr. Lanican. Mr. Oakes spoke, commenting on someone else’s 
speech. 

Mr. Puiturrs. Yes. 

Mr. Lanicgan. You furnished him the other person’s speech in 
advance ¢ 

Mr. Pumuirs. No; I do not send the speech because I generally 
do not have it. 

Mr. Lanican. You send a draft that you had prepared in advance ? 

Mr. Putuirs. Well, if it is notes, I send him the notes or anything 
he has. If a man is going to prepare something to comment, he has 
got to see in advance what he is going to comment on, 

Mr. Lanican. How about W. W. Lynch? 

Mr. Puutuies. I do not think I furnished him anything. 

Mr. Lanitean. W. O. Turner? 

Mr. Puturrs. I cannot remember furnishing anything to him. 

Mr. Lanican. And G. M. Gadsby? 

Mr. Pumuirs. I probably sent Gadsby something. He also asked 
me for it. I do not know whether I did or not, but I think I did 
probably. 

Mr. Lanican. To your knowledge have you furnished information 
for political speeches to any people ? 

Mr. Puitiies. What do you mean by political speeches? 

Mr. Lantean. I mean speeches by Government or State officials or 
candidates for office concerning, let us say, the Federal power program. 

Mr. Pumuirs. I have never done it directly. I do not know what 
my clients do with the information again. Remember it belongs to 
them. They buy it and pay for it and it is theirs to do with it what 
they want to. 

Mr. Lanigan. I would like to ask you about this statement. I have 
a letter here that you supplied us dated September 26, 1952, to Henry 
B. Sargent, signed by you. I will read it to you and ask you if you 
recall it. I will show it to you after I read the paragraph: 

Last night I received a call from Mr. Ed Royer in Spokane concerning the 
Wilson statement. It seems that the Governor of Idaho is going to talk in 
some economic conference in Minneapolis on the 29th of this month. As the 
Governor is a firm believer in free enterprise, he was very much interested in 
the Wilson statement and plans to say something along the same line at this 
conference. He had asked if a Mr. Nixon, who is a lawyer in Boise and con- 
sultant for the Idaho Co., could call me this morning and talk about it. He did 
so and we conversed at considerable length, and I gave him some data concern- 
ing the extent of the Federal investment in the power business both in kilowatts 
and dollars and what might be recovered from that investment if it were disposed 
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of to companies, municipalities, and the general public. He said of course the 
time was very short to do much and that the Governor was mainly interested 
in the general idea of the Federal Government getting out of business in all lines, 
put wanted to talk about the power business in particular because it is of such 
great concern to the people of Idaho. * * * 

Do you recall that conversation that I just read about? 

Mr. Puruures. I do not think the speech, if it was, was ever given, 
or I never heard of it. 

Mr. Knox. Mr. Chairman, may I inquire? 

Mr. Cuuporr. Yes, Mr. Knox. 

Mr. Knox. Mr. Lanigan, who was the letter directed to? 

Mr. Lanican. The letter was directed to Henry B. Sargent, presi- 
dent and general manager of the Arizona Public Service Co., the man 
who was the presiding Official at the December presidents’ conference. 

Mr. Knox. Who signed the letter ? 

Mr. Laniean. Mr. Phillips. 

Mr. Knox. The Arizona 

Mr. Puuurrs. I do not even now remember the letter, but I sup- 
posed we found it and furnished it to you. 

Mr. Knox. Mr. Chairman, I should like to ask Mr. Phillips a ques- 
tion. 

Mr. Phillips, was the Arizona Public Service Co. a client of Ebasco ? 

Mr. Puimaips. Yes, sir. 

Mr. Cuuporr. The Governor of Idaho was not a client of Ebasco, 
was he? 

Mr. Putters. No; I do not think so. 

Mr. Cuvuporr. Do you know who the Governor of Idaho was at that 
time ¢ 

Mr. Puiuies. No, sir. 

Mr. Cuuporr. Do you know his politics, whether he is a Republi- 
can or a Democrat ? 

Mr. Pures. No, sir. 

Mr. Cuuporr. Do you know whether he is active in the Hells Can- 
yon controversy ¢ 

Mr. Puiiuies. I do not. 

Mr. Horrman. May I ask there, are you going to call some of those 
85 REA boys that Ellis has in here lobbying on Hells Canyon ? 

Mr. Cuuporr. I have not heard anybody from REA. 

Mr. Horrman. I will ask counsel, will you call any of those REA 
boys on this hearing ? 

Mr. Cxuporr. I think we have them on the agenda. We have Mr. 
Clay Cochran of the National Rural Electric Cooperative Associa- 
tion. 

Mr. Horrman. Are you going to call him? 

Mr. Cuuporr. He is going to testify later. 

Mr. Horrman. Good. Ask him to bring along a list of the rest of 
the fellows. There are 85 of those REA boys Ellis has in here to 
lobby. 

Mr. Cuuporr. You can ask him. 

Mr. Horrman. It isall right. Iam not finding any fault, but. what 
is good for one is good for the other. 

Mr. Cuvporr. I did not even know this was coming. Let me just 
ask one question. 
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In other words, if you supplied any information or any facts or any 
figures or any speech for the Governor of Idaho, it would have to be 
supplied through the Arizona Public Service ? 

Mr. Pars. No, sir. 

Mr. Cuuporr. Or Idaho Power Co. ? 

Mr. Putuirs. No; Washington Water Power Co, Washington 
Water Power is a client of mine, and this thing was done at the re- 
quest of Mr. Ed Royer who is vice president of the Washington Water 
Power Co. I informed Mr. Sargent about what was done because he 
is the chairman of this meeting. Remember, these men are friends of 
mine, in addition to clients; I have known them for years, and these 
letters that you have obtained are very frank discussions that we 
would make face to face. I write a very frank letter and was glad to 
give it to you because T think you ought to have it. 

Mr. Crivporr. Don’t misunderstand me. I am not trying to spank 
you for doing this. I am trying to get the facts. 

Mr. Putunies. Those are the facts. 

Mr. Cuvporr. What I am trying to find out is that if you did 
supply them—and whether you did or you did not is a question 
of your own recollection—it could not be supplied directly to the 
Governor of Idaho but. to some member of the association who uses 
your services; and then they could give it to the Governor if they 
wanted to. 

Mr. Pumas. You bet your life. It is their property, bought 
and paid for. 

Mr. Cuvporr. Mr. Jonas? 

Mr. Jonas. In view of the responses of the, witness to the question 
Mr. Lanigan asked him following the reading of that paragraph in 
the letter, I move that the quotation from the letter be stricken from 
the record as it is immaterial, irrelevant, and unfair to drag the 
Governor of Idaho into this hearing in this fashion. 

Mr. Cuuporr. I do not see where we have done anything to hurt 
the reputation of the Governor of Idaho. We are just trying to get 
some information as to how Ebasco works. 

I have the greatest respect for the Governor of Idaho although he 
writes letters to other members of my committee talking about me 
and does not pay me the respect. of writing a letter to me when he 
wants information. But I have the greatest respect for him, and 
all I want to do is find out how it works; that is all. I certainly 
have not hurt his reputation. If I have, I want to apologize although 
I have never met the gentleman and I do not know who he is. 

Mr. Jonas. May I say for the record that you took this committeee 
into his State and spent several days there without advising him 
you were going into his State, or did you give him any notice of that 
hearing? 

Mr. Cuuporr. Oh, he knew we were coming. The papers in Boise 
were full of it. 

Mr. Jonas. I am talking about your saying he has never written 
you. I am just inguiring if you wrote to him and told him that you 
were going into his State. 

Mr, Cuunorr. If the Governor of Idaho wanted to appear before 
this subcommittee when we were in Idaho Falls, it would have been 
a great pleasure to have him there. 
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Mr. Jonas. I do not know; we tried to get people there as witnesses 
and could not. The only witnesses you would permit to testify were 
those that the staff selected. 

Mr. Horrman. You are both talking at once. I do not know which 
one to listen to. 

Mr. Jonas. I move that the quotation from the letter, in view of 
the response, be stricken from the record. 

Mr. Cuuporr. I am going to overrule your objection. 

Mr. Jonas. Lask for a rolleall. 

Mr. Horrman. And I object to the voting of proxies from members 
who do not know anything about what the issue is. 

Mr. Jonas. And who have not specified in the proxy that they 
should be voted on this particular question. 

Mr. Cuvporr. I guess I can give the same ruling on both objections. 
The rules of the House Committee on Government Operations pro- 
vide that any member may vote on any question by a general proxy, 
and the proxies which we have used and are continuing to use read 
as follows: 

House Committee on Government Operations. Proxy. I hereby designate 
(blank) to cast my vote on any and all issues which may come before the House 
Committee on Government Operations or any subcommittee thereof. 

Mr. Jonas. I suggest that “blank” vote the proxy then since it is 
made out to “blank.” 

Mr. Cuvuporr. No; it is made out to me. I am reading the form 
of proxy. It is made out to me. 

Mr. Horrman. Let’s vote. 

Mr. Cuuporr. Do you have any proxies in your pocket, Mr. 
Hoftman ? 

Mr. Horrman. If I had, out of fairness to the fellow that gave them 
to me, I certainly would not vote it on something he did not know 
anything abont. 

Mr. Cuvporr. Mr. Jonas? 

Mr. Jonas. Aye. 

Mr. Cuvuporr. Mr. Knox? 

Mr. Knox. Aye. 

Mr. Cuuporr. Mr. Hoffman? 

Mr. Horrman. I am voting with the right side there, with Mr. 
Jonas. 

Mr. Cuuporr. Mr. Jones, “no”; Mr. Mollohan, “no”; Mr. Fascell, 
“no” ; Mr. Moss, “no” ; Mr. Dawson, “no.” 

I don’t think the chairman has to vote. I think the motion is 
defeated, and we will proceed. 

Mr. Horrman. I hope these power-company representatives will 
take notice of our proceedings. We cannot teach them much about 
some things, but we can show them the way to do business. 

Mr. Cuvuporr. I want to say this to you: These rules are the same 
rules that were in effect when you were chairman of the committee 
and have not been changed for many years. As long as I have been in 
Congress there have been only minor changes in the rules. 

Mr. Horrman. Your intentions are all right; there is not any doubt 
about what they are, either. I would not have these witnesses think 
that we are not familiar with the rules. We are not finding any fault. 
Everybody is happy. 
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Mr. Cuuporr. Would you continue, Mr. Lanigan, since everybody 
is happy? 

( Discussion off the record.) 

Mr. Knox. Mr. Chairman, may I have that letter referred to so I 
may read the contents? 

Mr. HorrmMan. May we have a copy of that letter 

Mr. Cucporr. We do not have a copy, but it is available to you. 

Mr. Horrman. 1 mean the one to which Mr. Jonas objected. I 
want to make that the subject of a talk over on the floor today. 

Mr. Cuuporr. I will try to get there to hear you. 

Mr. Horrman. All right; you come over. 

Mr. Lanican. I want to read to you a part of a letter of October 
17, 1952, and then I will show it to you and ask if you recognize it. 
This is the third paragraph: 

Kinsey Robinson has been here all week and I have talked to him about his 
assignment for the Monday meeting. He has asked me to prepare a statement for 
him which I am in the process of doing. The statement for Weatherspoon is 
finished and I am awaiting the sketches to accompany it before I send him 
a copy. The others are in various stages of preparation but will go out be- 
fore very long.* * * 

Do you want to—— 

Mr. Puuures. Not particularly. 

Mr. Lanican. Do you recall that letter? 

Mr. Puiuies. No; but there it is. 

Mr. Lantean. Then, dated November 7, there is a letter addressed 
to Mr. Corette from you which states : 

Enclosed is a draft of your opening remarks on December 1 at the presidents’ 
meeting as per your request made over the telephone. Eight of the charts are 
in final form. The ninth, “The Road to Socialism,” is only a sketch. We tried 
a number of different ways of preparing this in order to get the very best one, 
because I believe it is a good idea that is certain to make an impression. Even 
though these charts are apparently in final form, we have not made the ex- 
hibition copies nor the slides from them, and you are free to make any changes 
you desire or to add other charts just so long as we have time to do the 
drafting. * * * 

Then you talk considerably about the speech. Do you recall that? 

Mr. Puuuirs. I do not recall it, but I write letters like that. I re- 
member the Kinsey thing as you read it. I think that week he told 
me what he wanted to say and asked me to put it down on paper for 
him. 

Mr. LaniGan. You prepared the speech for him after that? 

Mr. Puitiirs. No; 1 did not. I think he gave a somewhat different 
one. He had me prepare a draft. 

Mr. Lanican, You prepared a draft for him? 

Mr. Puitutes. Sure I would. After the meeting when he told me 
what to say, I tried to put down what he wanted to do. 

Mr. Lanican. Then I believe you testified that Mr. Lynch gave 
some remarks on Mr. Thomas’ speech which you delivered. 

Mr. Priures. Yes. 

Mr. Lanican. Based upon the copy of a draft which you had sent 
him ? 

Mr. Puttures. That is right. It is probably the draft that you have 
in your possession. 

Mr. Lanigan. And Mr. Oakes made comments on Mr. Kinsey Rob- 
inson’s talks based upon a draft which you had sent? 
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Mr. Puinuirs. Probably. I do not remember his saying very much. 

Mr. Lanican. Now, Mr. Turner gave remarks on Mr. Weather- 
spoon’s statement / 

Mr. Putuurrs. Normally if they were going to give them, I would 
try to at least send them something about what the man was going to 
say. 

Mr. Laniean. A letter here of November 20, 1952: 

As per the request you made by telephone yesterday, we are sending you to- 
night a draft of your remarks for the presidents’ meeting December 1 * * * 

Mr. Puiiiies. Who is that? 

Mr. Laniean. Mr. J.T. Kimball. 

Mr. Pumps. Yes. 

Mr. LANIGAN (reading) : 

* * * T understand from your conversation with me that you intend to add 
some opinions of your own concerning your area, and so I have confined what I 
have said solely to reporting what I believe to be the present situation of the 
matter tobe discussed * * * 

Then you say you are sending a copy to Allen Smith who will com- 
ment on it or who you hope will comment on it. What was the nature 
of the draft that you prepared for Mr. Kimball ? 

Mr. Pumutrs. Ordinarily I would write a narrative; sometimes he 
wants an outline. 

Mr. Lanigan. Was his subject of discussion the preference clause? 

Mr. Puiuirs. I do not think so. There is a lot of misnomer about 
this preference-clause business, and what I think he talked about is 
the need for a national power policy. 

Mr: Lanican. The subject matter of these excerpts which you have 
in front of you; is that right ? 

Mr. Putairs. I guess so, but that has been a favorite subject, and 
I think it is a very pertinent one, because I never saw a country in my 
life that needed a national power policy more than this one. 

Mr. Laniean. Did you prepare the excerpts that you have in front 
of you? 

Mr. Putrirs. I cannot answer that. I do not think I did. Maybe 
Idid. 1 might have. 

Mr. Lanican. You do not recall whether or not you might have? 
Do you recall whether you prepared an outline of a Federal power- 
program proposal for Mr. Kimball ¢ 

Mr. Puusirs. I would not be surprised but what I did. 

Mr. Lanie@an. And is this outline that you have in front of you, 
these excerpts, substantially the views that you—— 

Mr. Prius. Sir, I will have to read it to tell you. 

Mr. Laniean. All right, go ahead. 

Mr. Puicuirs. Pardon me a minute, while IT read this. I gave it a 
hasty look, and it is in part what I believe. I think I am entitled to 
make an explanation about this. 

Mr. Lanigan. Yes, sir. 

Mr. Puiiups. The thing I am talking about here, this reflects 
what I think, the thing T want to talk about here is this question of 
power-company participation in Government dams. Now, it orig- 
inated in 1920, I am an oldtimer in the engineering business. I have 
spent over 50 years in it. And when the first Federal Power Act was 
passed by which the Federal Power Commission was or ganized, that 
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act provides that licenses be granted to power companies at Federal 
dams for a period not to exceed 50 years, and a rental paid to the 
Government for the use of the falling water. Now, there were seven 
such licenses granted, and I think most of them are still in effect. 

Mr. Cuvuporr. Which act are you referring to so we do not mix 
these up? 

Mr. Putturrs. The Federal Power Act, the 1920 act. 

Mr. Cuvporr. There are lots of these acts and we get them mixed 
up. 

Mr. Pures. It is the one that set up the Federal Power Com- 
mission. Now, at that particular time that act was well received by 
everyone. It contained all safeguards. I think the licensing of the 
waters on the streams is a very, very proper thing to do. I do not 
think a person should have, or a company should have, a right in 
perpetuity to the waters of this country, because they are essential to 
the welfare of the country. 

Now, this is nothing here in this first part but a restatement in other 
terms as I read it. I am not so sure I wrote this either. I do not 
think I did write it in this form. That we be permitted, the power 
companies be permitted, and the cities and the States, anybody that 
was in the power business, be permitted to build the power plants 
at the Government dams, install facilities, greatly reduce the cost 
thereby, pay a fee to the Government for the use of the water and also 
pay taxes on it, which is a very important thing—and, of course, that 
envisions complete control of the dams and the reservoirs by the Fed- 
eral Government to carry out the purposes of the conservation busi- 
ness—would bring in a great deal more revenue to the Federal Gov- 
ernment than it now gets. 

And I notice at the tail end he has put a provision here that the 
States should regulate the rates charged by a licensee for the power. 

I believe that Wilson, a Democrat, was in office when that Federal 
Power Act was passed and set this very important policy up which was 
followed for quite a few years. 

Mr. Lanigan. The Federal Power Act that was passed in 1920 does 
provide preferences to municipalities and other local units, does it 
not ? 

Mr. Puiiuips. Yes, sir; in granting a license they have preference. 

Mr. Lanican. That was consistent with the policy which had been 
adopted in the reclamation laws, is that right ? 

Mr. Puitures. Well, this preference business started in 1906 with 
the first Reclamation Act. The preference was not clearly spelled 
out but it was undoubtedly there. I am not questioning that. It 
provided preference in the use of waters to municipalities, and very 
properly so, because it looked like in those days in the West, and | 
lived in the West then—I had lived in the West prior to that time— 
that many cities would be dependent for their water supplies upon 
these reservoirs and I think inevitably that will come about; they 
will need the water desperately. 

We face a water shortage in this country. Now that was extended 
to power, and every act that I recall since then has had a preference 
clause in it. I do not think the preference clause is right, but it is 
there, and I am not quarreling with anybody in the Government 
service that follows the preference clause because it is the law of the 
land and I believe in obeying the law. 
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Mr. HorrmMan. You say it is the law of the land¢ You have a right 
to advocate a change, haven’t you / 

Mr. Purtuuirs. You bet your life. I am advocating right now. I 
think it is wrong, and I think it is unfair, and I think a great many 
people think like I do. You asked my opinion and that is what I 
think about it. 

Mr. Horrman. Counsel, may I ask him a couple of questions’ Do 
you have a copy of this document / 

Mr. Putts, What, sir / 

Mr. Horrman, This talk. 

Mr. Cuvuporr. He has a copy. 

Mr. HorrMan. Were you a ghost writer for Kimball 

Mr. Puuituies. I do not ghost write for anybody, sir. 1 furnish the 
material. 

Mr. Horrman. Did you help him prepare it 

Mr. Puttuirs. You bet your life. 

Mr. Horrman. Did you furnish him the facts / 

Mr. Puituirs, Yes, sir; 1 furnished him the facts about it. 

Mr. Horrman. Did you help him write it / 

Mr. Putts. No; he does his own writing. I probably furnished 
him some material. I might have furnished him a draft, but I do 
not like the term “ghost writer.” 

Mr. Horrman. It is an honorable occupation and profession. 

Mr. Puituirs. I know every Congressman in the place has got a 
ghost writer. 

Mr. Horrman. Where would some Members of Congress be if they 
did not have some ghost writers / 

Mr. Puituies. Ina hell of a fix. 

Mr. Horrman. At the time this was written you furnished these 
facts ¢ 

Mr. Puinurps. Yes, sir. 

Mr. Horrman. Were youa public officer, official ? 

Mr. Puituirs. No, sir. 

Mr. Horrman. Were you a candidate for any public office ? 

Mr. Puuuirs. No,sir. 

Mr. HorrmMan. Were you the manager for any candidate? 

Mr. Putuies. God, no. 

Mr. Horrman. What was that? 

Mr. Puiuuirs. No, I never was in politics in my life. 

Mr. Horrman. You have kept clean / 

Mr. Putuirs. Yes. 

Mr. Horrman. I suppose you are a citizen ? 

Mr. Puiuuips. Yes, sir; [am a native-born American. 

Mr. Horrman. Is there anything about the information you gave 
him that you want to withdraw or correct ? 

Mr. Putmutrps. No,sir. I believe in every word I have furnished him. 
I would not furnish him material I did not believe. 

Mr. Cuvpvorr. Since Mr. Hoffman raised a question, I would like to 
get some information from you. 

As I understand it, you had this president’s meeting in December of 
1952 ¢ 

Mr. Puuures. Yes, sir. 
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Mr. Cuuporr. And some of these presidents were making speeches 
or talks or comments on certain topics? 

Mr. Puiutirs. Yes, sir. 

Mr. Cuuporr. Who determined what they were going to talk about? 
Did you have a conference with them ? 

Mr. Puttries. No. 

Mr. Cuuporr. Or did they just write you a letter and say, “I want 
to talk about X” and you gave them the facts ? 

Mr. Puiiies. Oh, no; Mr. Henry Sargent was the chairman of that 
group, and the chairman of the group sets up the program. 

Mr. Cuvuporr. Does he parcel out these talks? 

Mr. Puuures. Yes, sir. 

Mr. Cuuporr. He says “Smith, you are going to make this talk,” 
“Jones, you are going to make this talk.” 

Mr. Puuuirs. No, it is not quite as simple as that, because you have 
got to get the fellow to agree to do it. He talks among the fellows 
and gets fellows to agree to talk on these subjects. 

Mr. Cuuporr. I would like to talk about the Tuesday afternoon 
program, which I presume was December 2, 1952. 

A man by the name of Reker was scheduled to make a speech. Who 
is he? 

Mr. Puiuies. He works for Ebasco Services. 

Mr. Cuuporr. He is just an employee? 

Mr. Putuies. No, director of the company. 

Mr. Cuuporr. Is he employed by any power company, private or 
public? 

Mr. Putures. No, sir. He works for Ebasco and he does work for 
companies through Ebasco. 

Mr. Cuuporr. I see he made a speech entitled “Jointly Developed 
Area Powerplants as a Defense Against Socialization.” 

Mr. Putuiirs. Yes, sir. 

Mr. Cuuporr. Who determined that topic? Did he determine it 
himself, or did the companies determine it or did you determine it? 

Mr. Pumutrs. Well, that is generally determined by the officers 
of Ebasco and some of the department heads and others. It is de- 
termined in a general debate on the subject. 

Mr. Cuvuporr. And then after it is determined, Ebasco sits down and 
either writes the speech or makes a draft or sets up an outline or what- 
ever 

Mr. Pumps. No, I think in this case Reker wrote his own talk. 

Mr. Cuvuporr. Mr. Reker wrote his own talk, on the basis of facts 
and figures furnished by you? 

Mr. Puturrs. No, in this particular case he may have gotten some 
stuff from us, but he got it from other departments and what he knows 
himself. 

Now, I furnished that because I was requested in this subpena to fur- 
nish everything, and I interpreted it to mean all the 3 days’ meeting. 
I may have been wrong about that but I thought that is what you in- 
tended to do, and these talks from the Tuesday and Wednesday meet- 
ings are the talks that I had in my possession that had some reference 
to the Government in the power business. 

Mr. Cuuporr. I have no objection to what you talk about. You can 
talk about anything and try to get everything. That is your right. I 
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am just trying to find out how it came about and how you did it. That 
is all I am trying to find out. 

Mr. Puiuures. That is right. 

Mr. Cuuporr. I am not quarreling with your thought although I do 
not believe in a lot of things you believe in and you don’t believe in a 
lot of things I believe in. 

Mr. Putuuies. That is right. 

Mr. Cuuporr. We are certainly Americans and have the right to 
express ourselves. 

Mr. Puiuies. You bet you. 

Mr. Jonas. Mr. Chairman, may I make an inquiry of you? 

Mr. Cuuporr. Certainly. 

Mr. Jonas. What is the purpose of this particular line of question- 
ing? Does the committee have any idea that there is anything wrong 
about Ebasco getting together with the presidents of the several com- 
panies who are their clients and arranging a series of talks in the na- 
ture of a conference for the exchange of mutual 

Mr. HorrmMan. Wait a minute. He is consulting counsel and is not 
hearing you. 

Mr. Jonas. I do not want to keep on objecting, but we started here 
at 9 o’clock. You have scheduled these hearings in the closing days of 
this session. I need to be in my office and in another committee meet- 
ing and on the floor. We are going to have an important bill up, and 
every bill that comes up from now until the end of this session is 
important. I just do not like to waste my time with irrelevant discus- 
sions about a subject when we can cut through all of the underbrush 
and get the facts in about 15 minutes. 

Mr. Cuuporr. Mr. Jonas, that is a matter of opinion. 

Mr. Jonas. That is true. That is the reason I asked you. 

Mr. Cuuporr. As to whether the procedure you would like to follow 
is the correct one or the procedure I am following—I am trying to 
show by this witness the origin of the material that appeared in the 
original and revised edition of “The Federal Power Program, Its 
Background, Growth, and Consequences.” We have to do it in an 
orderly manner. We just cannot pick these things out of the air be- 
cause we have to write a report. 

Now I want to say this to you. You talk about the committee. 
If you feel that you have more important work to do, it is your privi- 
lege not to come here. If you feel this is important, you have the 
right to come. 

I certainly am not trying to take you away from your other official 
duties. You have to determine in your own mind which is more 
important, whether you should be here or be in your office. I have 
certainly adjourned these meetings almost immediately when the 
Congress goes into session, when the House goes into session on the 
floor, even though we have the right under the rules to continue, be- 
cause I know that this legislation is important. I was over on the 
floor and I listened to you yesterday when you asked the speaker 
certain questions, and I know it is important. But that is why I 
start these hearings at 9 o’clock, so we can get through and I won’t 
take you off the floor. 

Mr. Jonas. As I say, I do not want to overemphasize my position, 
but I want to state it to you in the hope that you will take it under 
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consideration, and try to expedite this hearing so we can get on with 
our duties concerning legislation. 

Now you have st: ated that the purpose is to establish who prepared 
that material. I submit to you, sir, that this has already been estab- 
lished; it has been admitted by witnesses how the material came to be 
prepared, and you are now talking about an entirely different ques- 
tion. You are going into the matter of who prepared statements or 
outlines of statements, that were to be delivered not to the Govern 
ment, not to Congress, but within the membership of the group of 
presidents themselves, and I just honestly submit to you, sir, that I 

cannot see the relevance of that with respect to what we are trying to 
investigate here. I think it is a waste of time of the witnesses ‘and 
the Members of C ongress who have other business. 

Mr. Cuvporr. You have a right to express your opinion, Mr. Jonas, 
but I just want to say to you that the excerpts from the remarks of 
Mr. Kimball were submitted to the Interior Department in the pocket 
of this book, in the back of the book, and we are looking to try to find 
the origin and the background and the reasons for this conference 
referred to in the Kimball statement. I know that it is going to be 
pretty hard to get any two Members of Congress together on the ques- 
tion of procedure. Under the rules, of course, the majority has the 
right and the chairman of the subeommittee has the right to set the 
procedure. 

I know that you do not agree with me. I think that you and I have 
disagreed on procedure ever since we have been members of this com- 
mittee together, and I think if we go ahead and get the questions and 
answers out of the witness we will get finished “much faster than if 
you and I argue about the procedure. Now, will you proceed, Mr. 
Lanigan ? 

Mr. HorrmMan. May I put right in there from page 9 of the commit- 
tee report it says: 


The evidence shows that this confusion— 





they are referring to confusion 

Mr. Cuvuporr. Which committee? 

Will you identify it? 

Mr. Horrman. Our own in those power hearings. 

Mr. Cuvuporr. The first or second power hearings ? 

Mr. Horrman. Second. 

Page 9. 

(The reference is to p. 9 of H. Rept. No. 2279, 84th Cong.) 

* * * The evidence shows that this confusion has opened the way for the 
attempts of the present administration to rewrite Federal power policy without 
recourse to Congress as the frontline of a drive of the private power companies 
to establish complete monopoly in the field. 


Then in heavy type, section 8: 


The announced administration policy is identical with that of the companies. 
It is designed to destroy the Federal power program and eliminate every vestige 
of opposition to the establishment of a complete power monopoly in the United 
States. In carrying it out, the activities of the Interior Department and the 


private companies are completely coordinated in each region of the country. * * * 
and so on. 

Now, the substance of the charge is that there is a conspiracy between 
the power companies and the Interior Department. 
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As I understand it, the power companies admit just what they did 
in the employment of this gentleman’s company or the company for 
which he works and all those facts. ‘That being so, does not the ques- 
tion boil down then as to whether they were w ithin their constitutional 
rights or whether they were engaged in some illegal or unethical, we 
will put it, activity. Isn’t that what the question is? 

Mr. Cuuporr. I do not think the Congress or its committees are a 
court, Mr. Hoffman. 

Mr. Horrman. What is that? 

Mr. Cuuporr. I do not think the Congress or any of its committees 
has a right to determine whether or not what the companies were doing 
is constitutional or unconstitutional, or to determine whether or not 
they are committing a crime. I think we have a right to listen to the 
facts and after we have the facts, we have a right to issue a report. 
The majority and minority can issue a report and any member that 
does not agree with the majority or minority report has a right to 
file his own separate views and file an additional or supplementary 
report. 

That is what we are trying to do, to find the original background 
of these facts in support of what these companies were trying to do 
in trying to influence the Secretary of the Interior in the power policies 
of the United States. 

Mr. Horrman. Yes, and the objection of Mr. Jonas, and Mr. Knox, 
and myself, and, I assume, Mr. Minshall, to this present situation, is 
that inasmuch as there is no dispute about what the companies did, 
that there is no need to go into all the details. ‘They admit that they 
had this material prepared, and that they presented it to whoever 
was interested and whoever might have some influence. 

Mr. Cuvporr. You have your objections, thoughts, and opinions 
on the record now. Now let’s continue with the testimony. 

Mr. Horrman. Neither Mr. Jonas, Mr. Knox, nor I are trying to 
argue with you. We are just begging you, beseeching you, crying 
on your shoulder, trying to get you to confine the testimony to the 
material issue. 

Mr. Cuvporr. That is exactly what I am trying todo. I feel what 
| am trying to do is material and you do not agree with me. 

Mr. Horrman. A little while ago you wanted to know how some 
books were painted or some illustrations. Now you are fussing around 
about who wrote a speech. What difference does it make, as long as 
the company representative made it / 

Mr. Lanican. In the material which you submitted in response to 
the supena, there was no copy of the draft of the talk which you had 
prepared for Mr. Kimball. Will you tell us what has happened to 
the draft ? 

Mr. Puiuuites. I did not locate it. 

Mr. Lanigan. You could not locate it? 

Mr. Puriuirs. Sir, you want to remember something about drafts 
now. I want to make it very clear about it. Nothing i is deader or 
more useless than an old draft of a speech. It has no value. It was 
not given, and I cannot tell you. 

Now I was subpenaed Friday morning at 9 o’clock. I was away. 
told you I left town. I tried to talk to you. I thought I was very 

rank with you and Mr, Perlman, and I tried to tell you everything 
you asked and showed you everything you wanted to see. I thought 
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it was a friendly inquiry as to what we are doing. We have no secrets, 
no desire to conceal what we do. We run a business and we are proud 
of what we do. I was out of town, and when I got back in response 
to a phone call, I went down to see my children and I got this phone 
call and got back and I got subpenaed the next morning. I thought 
that subpena was a personal subpena, and I personally ‘gathered this 
stuff together. If I missed something, I am sorry. 

Mr. Lantcan. I did not mean to accuse you or to make any insinu- 
ation. 

Mr. Putuies. I don’t have the slightest desire to keep anything 
from you, sir. 

Mr. Cuuporr. Mr. Phillips, nobody is insinuating you are hiding 
anything. Mr. Lanigan just asked you a question. ‘If you do not 
have it say so or that you could not find it, and that is all there is to it. 

Mr. Laniean. I just want to ask, in order to get the record complete, 
if you had a copy of the draft? 

Mr. Puiuips. That is all right, counsel; I misunderstood you; I am 
sorry. 

Mr. LanicaNn. If you did not have it or if they were destroyed in a 
routine manner 

Mr. Pures. You might ask John Kimball. He must have it if 
it is in existence. 

Mr. Laniean. But as far as you know, your office does not have a 
copy ¢ 

Mr. Puiuures. As far as I know now, yes; that is right. 

Mr. Lanigan. Thank you. 

Mr. Horrman. If you want to try to cite him for contempt for not 
producing something you think he might have, I wish you would try 
it before the House. 

This is just providing a forum and has been for some time for you 
to air your views on socialism. I am talking to Mr. Lanigan now. 
You are getting down to where Redwine was over in the other com- 
mittee. He had no regard for the truth; you have no regard for the 
opinion of anyone else. 

Mr. Cuuporr. Mr. Hoffman, I think you are getting excited over 
nothing, and I think you are just delaying the questions and answers 
by saying that. I don’t think anybody intended to 

Mr. Horrman. I do not care what you think about it. You have 
demonstrated how you think and feel and how you act and it has no 
influence whatever on me. 

Mr. Cuuporr. Continue, Mr. Lanigan. 

Mr. Laniean. Yes, sir. The other item I wanted to ask about was 
an item mentioned in your letter of November 21, 1952, to Mr. H. B. 
Sargent, and I was just wonderi ing if you recall whether a copy of this 
was available? It is described as “a copy of the program for the Mon- 
day meeting that now stands.” I am just wondering if you recall 
whether any of those are now available. 

Mr. Pauses. I notice a misspelled word in it. I do not remember 
the letter, but I found no such thing. 

Mr. Lanican, Was that the same type of a document that the time 
schedule is? 

Mr. Puituirs. No, sir. What I generally furnish is just a list of 
who might have been requested to prepare papers. The chairman of 
the thing makes up his own—I do not like to say an agenda—he keeps 
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a qe time record. We try toset atime thing. If he asks me to do 

, 1 will do it for him, of course, like I would do it for anybody else. 
But Mr. Sargent does those things for himself. He is a very inde- 
pendent mé in, and he likes todo those things. I do not think I did any- 
thing like that. 

Mr. LAnigan. + you recall whether there was any particular—— 

Mr. Puiniies. I don’t want you to think that I do not re spond to 
requests. I do what my client tells me to as long as it is within my 
good conscience to do. 

Mr. Lanigan. And if a client asked you to prepare a draft of a talk 
or outline of a talk, then you feel that is within the scope of the duties 
of your position and the company for which you work ? 

Mr. Putuiirs. I certainly do, if he asked me to do it. Now remem- 
ber he asked me to prepare a draft that expressed his views as I knew 
them. Remember when a man in my position who is a hired hand 
prepared something for a client he generally prepares it after con- 
sultation with him, and endeavors to present what the client thinks, 
not what I think is good and proper but what the client is endeavoring 
to do. Now for example, I was asked recently to pr epare an eulogy 
on aman who was about to retire, a beloved friend of mine. I did that 
as an extracurricular thing because I wrote it on my own time and, of 
course, had no charge for it. It isa good example of what I am talking 
about. I did not write what I would write if I were to give the eulogy. 
I wrote it the way the man I wrote it for would w ant it. There is a 
very sharp difference in there. I do not know what your—I am sure 
you write, what the gentleman here called a ghost writer—I am sure 
you write for this committee. 

Mr. Horrman. No, no, just the majority side of the committee. 

Mr. Puituirs. Well, the majority. I assume that when you write, 
you try to reflect the opinions of your chairman and not your own. 

Mr. Horrman. And let me make one other correction. In the pre- 
vious report he did not even write for five members of the majority 
because they filed additional views and disagreed violently with the 
report. 

Mr. Cuuporr. What you are trying to tell us is that if you worked 
for a newspaper that had a Democratic editorial policy even though 
you were a Republican and did not believe in that editorial policy, 
you would still write an editorial in accordance with the policy of 
the newspaper, and that is the way you operate. In other words, you 
do not believe in everything you write. You write what you are told 
to write and not what you personally believe, and you make no per- 
sonal contribution to any policy of the article that 1s written. 

Mr. Horrman. He did not say that. 

Mr. Putures. I did not say that; no, sir. 

Mr. Cuuporr. You tell us what you mean. I want to find out. 

Mr. Putters. In the first place, I am not a Republican and/or a 
Democrat. Iam a registered Republican, but I am an Independent. 

Mr. Cuvporr. This is nothing political. I was just trying to find 
out. 

Mr. Pues. I am sure I could not work for a rabidly partisan 
paper in either party and keep my job. I am sure that I ‘would not 
do anything for a client that is not within my good conscience. 

Mr. Cuuporr. You mean if you did not believe in what the client 
wanted you to dig up for him, you would not do it? 
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Mr. Putauirs. I would refuse to do it, sir. 
Mr. Cuvuporr. That is what I wanted to find out. 
Mr. Putuirs. I certainly would. Now I do not mean that I neces- 


sarily wholeheartedly agree with everything the client does or does 


with the material. He bought it and paid for it; he is entitled to 
use it the way he wants to, and after I deliver it to him I think my 
control over it is gone. I have no property rights or moral rights 
to it. I want to say though that the clients for whom I work are 
extremely honorable men, and I would not want to imply in any 
way by what I am saying that I think they do anything reprehensible 
or write anything they do not believe. 

Mr. Cuvuporr. “Mr. Phillips, I just want you to get this straight. 
As far as I can determine your whole attitude here is that we have 
summoned you as a defendant in this case. We have not. This 
is a factfinding committee and all we are trying to do is get the facts, 
Weare not charging you with a crime. 

Mr. Horrman. This is a propaganda committee. 

Mr. Cuuporr. We are not charging you with a crime. We are not 
asking you to defend yourself. We are not asking you to be in favor 
of Federal public power if you are in favor of private power or vice 
versa, and I think that if you will just answer counsel's questions, 
If you know about something you say, “Yes,” and this is what I know; 
and if you do not know about it, you say, “No,” I do not know any- 
thing about it, rather than trying to explain why you did what 
you did. 

Mr. Putas. Mr. Chudoff, I do not want to take exception to what 
you say at all, and I do intend to answer the questions, but you asked 
questions on a very complicated subject so that yes or no is not 
possible. 

Now you imply by your questions to me that I am fighting what 
you call public power, that is socialized power. I believe that people— 
the people have a perfect right to decide that themselves. I am not 
opposing anything by what I write or advance. Iam trying to present 
te facts. If somebody else that buys those facts wants to oppose 

. that is their business. I would not interfere. 

"Mr Cuvporr. Of course, Mr. Phillips, in answer to you, I just want 
to say to you that every time we get out a piece of legislation for 
the benefit of all the people, something that they could not get 
ordinarily for themselves in the beginning, like the social-security leg- 
islation, that is socialism too ? 

Mr. Puiurrs. Certainly it is. 

Mr. Cuvporr. Now a lot of insurance companies would like to get 
into that business if they could. And when the people of the West 
and the Midwest had no power and the New Deal and the Fair Deal 
set up the Federal public power program and we gave a lot of people 
power who today still would not have power, that is socialism to 
you, too. 

I want to say to you that the Government supplies very little 
power to the Nation, only about 13 percent of 100 percent and the 
private companies supply about 87 percent and nobody is trying 
to socialize the Federal power program. 

We do not want to put you out of business and we feel you should 
not try to put the Federal Government out of the business when it 
is trying to give power to the people that need it and cannot get it. 
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With all the power that your companies supply and with all the 
power the Federal Government supplies we still have a shortage of 
ower and we have to have brownouts in some parts of this country. 

Mr. Puuiuires. Sir, if those are your premises you are very badly 
informed as to the facts. Now, facts are my business. There is no 
part of the country with a brownout. There is no shortage of power 
except in the two Government areas and I am suspicious of their 
claims of shortages. 

Mr. Cuuporr. When we were on our western trip, we found a little 
town I think called Skiatook in Oklahoma that did not have any 
power at all. They were begging for power from one of the Govern- 
ment dams or wherever they were getting it, and if it had not been 
for our committee going out there and making a lot of noise, they 
would have been blacked out, not browned out. 

Mr. Horrman. I do not believe the witness should, although maybe 
| should not say this, I do not think you should contradict Mr. Chudoff. 
He certainly knows more about power than you do. 

Mr. Cuuporr. Thank you, Mr. Hoffman. 

Mr. Puruirs. I am sorry—— 

Mr. Horrman. He is from Philadelphia, he ought to know. 

Mr. Puiures. From Philadelphia—well, he is a neighbor of mine. 
But I would like to read you some figures about this generation of 
power, because you asked me these questions. I assume you are ask- 
ing mea question. If you are not, I will shut up. But in the genera- 
tion of power in this country in 1955 the electric companies generated 
76.96 percent of the total. The so-called public power group includ- 
ing the co-ops that generate an insignificant amount of power, gener- 
ated 23.04 percent. 

Now that percentage is changing constantly, that is, the electric 
companies are generating less and less, at the rate of about 1 to 114 
percent a year. Justa few years ago a little over 80 percent, I think 
you got your figures at that time, sir, but this is a creeping thing. It 
moves on. A new dam is built, a new steam plant is built. It creeps 
on and on and the percentage—we are losing ground, the electric 
companies. Now that is cause for alarm. 

Mr. Cuuporr. I do not know of any electric companies losing such 
eround that they are going out of business. 

Mr. Pumuuirs. I can tell you quite a few that have been driven out 
of business. Omaha Electric, for example, Memphis Power & Light 
Co., Tennessee Electric Co. 

Mr. Cuvuporr. They were not driven out of business. They sold 
out their holdings to the Tennessee Valley Authority and got $75 
million for them. 

Mr. Puiuures. Well, they got driven out of business, sir; it was not 
a voluntary sale, not at all Voluntar y. 

Mr. Jonas. They were driven out of business because the great 
power of the Federal Government intervened. 

Mr. Putuiips. You bet. 

Mr. Jonas. And practically forced them out; isn’t that true? 

Mr. Putiures. The Federal Government is the most powerful thing 
in this country, and this is a tremendously powerful thing when they 

go and do anything, including an examination of this sort. Now I am 

rlad to tell you facts about them. I am sor ry you have got some bad 
inioaivehiies because I wish that I could talk to you privately and tell 
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you some of the real—I do not want to take up the time—the real situ- 
ation. 

Mr. Cuuporr. Maybe you and I can get together for lunch. 

Mr. Puiuies. We will have lunch. 

Mr. Jonas. I have a comment. 

Mr. Cuuporr. Mr. Jonas? 

Mr. Jonas. With respect to the reference to Skiatook that the chair- 
man of the subcommittee just made, if you don’t know I will tell you. 

Mr. Puiurs. I don’t know anything about it. 

Mr. Jonas. That is in the Southwestern Power Administration area, 
an area in which a shortage of power developed in a Government-fur- 
nished power area. Isn’t “it true that the only shortages of power we 
have had in this country in recent years have been in ‘the areas where 
the Federal Government has taken over the so-called utility responsi- 
bility and assumed the prerogative of furnishing people power? 

Mr. Puiiies. Well, yes, sir; I think that isso. The TVA has com- 
plained of a shortage of power ‘steadily, and they have certainly elimi- 
nated any electric companies in the area. 

In the Northwest, you see, when that thing happened out there and 
they closed—the Northwest is still a hydro territory, it is cheaper to 
build a hydro than steam out there, and you will remember a few years 
back, it was quite a while back—they shut off all entries for power- 
plants on the streams in the Columbia River Basin by edict and the pri- 

vate companies could not build. If you are in a hydro country and 
you go to work and have to build a more expensive steam plant to serve 
your customers, you are put at a terrible disadvantage economically. 

Mr. Jonas. I might say in that connection there is a bill pending 
now in the House, and it probably will be disposed of before we finish 
this session, to put a freeze on the program to increase rates for power 
in the Southwestern Power Administration because the rate structure 
was based on an error in the estimated cost of the construction of the 
installations which ranged upward to 51 percent. Mr. Douglas 
Wright, the Administrator of Southwestern Power, testified that—in- 
cidentally he has been Administrator since it began i in the Southwest 
and is not an appointee of this administration—he testified that since 
1950 he had known that the Southwestern Power rates had to go up 
because the Southwestern Power Administration was operating in - 

red to the extent of about $9 million, as I recall it, during the last 5 
years. 

Now Congress is being asked to put a freeze on this proposed in- 
crease in rates which are necessary if the Southwestern Power Ad- 
ministration is to get out of the red, and that illustrates what the Gov- 
ernment gets into when it takes over the power business. 

Ultimately it is asked to pick up the check for any deficits and to 
keep rates down even though the rates are not sufficient to defray 
the charges of operation. Now private organizations cannot operate 
that way because they cannot call on U nele Sam, who, in turn, calls 


on all of the taxpayers in the country to pick up these deficits; is that 
not true ¢ 


Mr. Putures. Yes, sir. 
Mr. CuupoFr ae Jonas, I do not want to cut you off, but I want to 
say this to you. Probably one of the most controv ersial things in the 
Nation today is public versus private power, and I think we ought to 
stick to—I think that all of us, all the members of the committee and 
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probably all the witnesses in the room, could spend 3 days arguing 
about it. 

Now would you proceed, Mr. Lanigan ? 

Mr. Lanican. I just wanted to put this correspondence in the rec- 
ord, but I believe there was one letter—did you return that letter that 
I handed you? 

Mr. Jonas. Mr. Perlman has it. 

Mr. Pertman. It is being reproduced. 

Mr. CuuporFr. You can put it in the record. 

Mr. Jonas. Mr. Chairman, I object to all those letters going in the 
record. I do not think they are pertinent, and no information has 
been developed here that indicates they have any bearing whatsoever 
on the so-called purpose of this investigation. I think they merely 
clutter up the record. Much of it is personal correspondence between 
the witness and some of his clients, and I do not think any real pur- 
pose is served by having the record include all this correspondence. 

Mr. Cuuporr. I disagree with you Mr. Jonas. I think they show 
a course of conduct. I think they show the origin of the material that 
is before us, and therefore, I am going to allow them in the record. 

Mr. Lanican. I will just read off the person to whom it is addressed, 
the person who signed it and the date as I did yesterday, unless the 
committee is willing to have them all put in without my going through 
that. 

Mr. Cuuporr. Is there any objection to just offering the letters in 
the record, or do you want them identified ? 

Mr. Knox. Mr. Chairman, it would seem to me that if the committee 
is going to meet their responsibility, they should know what is going 
in the record. I object to having just the notation of who the letter 
was addressed to and who signed the letter, without knowing what the 
contents are. 

Mr. Cuuporr. In view of that situation, Mr. Lanigan, read all the 
letters and then as you finish each letter, we will let any member of 
the committee object to it and state the reasons therefor. 

Mr. Lanigan. That is all right if I may have help if my voice runs 
out. 

Mr. Cuuporr. We will give you all the help you need. 

Mr. Horrman. May we have a copy of the letters as he reads them? 

Mr. Cuuporr. You may have a copy as fast as they can be produced. 

Mr. Puuuies. Sir, could I leave the witness chair while this goes on 
to take a little walk? 

Mr. Cuuporr. I certainly think since you know something about 
the contents of these letters you will have to stand by and listen. I 
do not want anything to get in the record without every member of 
the committee having an opportunity to know what it is before it 
goes in. 

Mr. Knox. Mr. Chairman, you have proxies in your pocket to vote 
in order to insert these documents into the record regardless of the 
objections of the minority. 

Mr. Cuuporr. Maybe we can do it this way and save some time. 
I will pass these letters to Mr. Knox, Mr. Jonas, and Mr. Hoffman. 
They could read them, and we will have a 5-minute recess while they 
read. After they read them, they may decide to let them go in, and 


I think it will save a lot of time. 
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Mr. Horrman. I cannot read them during recess. I have been 
devoting my whole time and attention to this matter and I have just 
got to have a period to attend to other matters, too. 

Mr. Jonas. Why don’t you do this, Mr. Chairman? This is not 
going to be the last session. Why don’t you assemble the letters you 
want to put in the record, either make copies or make them available 
to us so we can look at them; and, when the session is over today, you 

can put them in tomorrow. You have already made your ruling that 
cher goin. I do not want to sit here during the reading of all these. 

Mr. Cuvuporr. I have made my ruling that they go in but Mr. Knox 
made a further objection that he could not properly « ‘arry out his 
duties unless he knew the contents of each one of these letters. Cer- 
tainly if he feels that way I do not want to stop him from knowing 
the contents, so if you insist on hearing them I can sit here just as long 
as everybody else. We will have counsel read them ; ; and when counsel 
gets tired, cocounsel will read them. 

When I was in the Pennsylvania State Legislature this is what was 
called reading the bills at length. We would say, “Mr. Speaker, I 
move the bills be read at length,” and then we sat all day and all night 
listening to bills. If you want to do that we will do it. This is in 
my opinion a nice little filibuster. Let’s see who gets tired first. 

‘Mr. LanieGan. I would ask this for the reporter’s sake. That he 
not be required to take all these down, since he can copy them. I 
do think it would be rather a hardship on him to have to take it all 
down. 

Mr. Cuvuporr. If there is no objection, that can be done. If the com- 
mittee insists that he take them down he will take them down. 

Mr. Knox. Counsel, are you familiar with the letters / 

Mr. Laniaan. We have just had them a short time. I will say 
this: I have read them all but I would not want to be asked about 
every detail inthem. I have read some of them twice and I have read 
all of them at least once. 

Mr. Knox. Are you well enough informed of the contents of the 
letters that you could inform the committee of what the letters deal 
directly with, as far as this investigation is concerned on this hearing ? 

Mr. Lanigan. I think I could probably do that, but I do not want 
to be put in the position where I will say what they say. After all, 
that would be my interpretation. I think the letters speak for them- 
selves. Anyone who attempted to digest them, whether it was you 
or I or anyone else, would have a little different opinion possibly 
as to what is important and what their purport is. That is why I 
hesitate to try to interpret these letters. 

Mr. Knox. Then Mr. Lanigan, how can you justify recommending 
that the letters go into the record when you are wnable yourself to 
inform the committee of the contents of the letters ? 

Mr. Cuvuporr. Mr. Knox, to shorten things rather than argue as to 
who is justified and who is not justified, let us get the letters read and 
then each one will have an opportunity to hear and we will know what 
they say and there will not be any question. 

Mr. Knox. Well, Mr. Chairman, I fully realize the inserting of 
these letters into the record is going to cost the taxpayers considerable 
money for printing, and if they are irrelevant to the subject matter 
which is pending here before the committee, I know of no reason 
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why the taxpayers should be called upon to pay for the contents going 
into the record. 

Mr. Cuvuporr. I agree with you. 

I do not want the taxpayers to pay for them if they are irrelevant. 
But how are we going to find out whether they are relevant or not 
unless we read them ¢ 

Mr. Knox. 1 would think that counsel, advising you they should 
go in the record, must have some conception of what is in the letters. 

Mr. Cuvporr. You have objected, you said that you cannot do your 
sworn and conscientious duty unless you know what is in them. I 
am going to give you an opportunity to find out what is in them by 
having counsel read them and, if we have to stay here all afternoon, 
we will do it and listen to them. 

Mr. Jonas. Mr. Chairman, may I make a suggestion / 

Mr. Cuuporr. Surely, I am always open to suggestions. 

Mr. Jonas. I have not discussed it with Mr. Knox. I agree with 
his opinion that we ought not to put anything in the record if we 
do not know what it is, but I do not see any reason why they have 
to go in the record today since this is not the last session. Can't 
you put them in the record tomorrow? That would give us the chance 
overnight; you could make copies, make the originals available. 

We do not have to hold up all these people sitting in the audience, 
all these witnesses, to have these letters read; do we? Can’t we do it 
tomorrow just as well, or the next day / 

Mr. Cuvvorr. There is nobody in the audience that is compelled to 
sit here, Mr. Jonas. They can go. 

Mr. Jonas. They cannot go home, can they, to Idaho and Utah and 
Montana and New York, since you have subpenaed them here. 

Mr. Cuvporr. Of course we have subpenaed them. We are going 
to hear them and we want to hear them. But if you are going to 
insist that we read. these letters so that you can find out the contents, 
we are going to have to read them. 

I am not going to rule you out of order on that. I might rule that 
they ought to go into the record but I won’t rule that you should not 
hear them. 

Mr. Horrman. Mr. Chairman, may I ask this: Now perhaps we 
could shorten it if counsel will tell us what he expects to prove by 
these letters. Koth the power companies and the service company 
have their attorneys here, I understand. Maybe they will admit what 
he is trying toestablish. That will shorten the whole business. Why 
can't we do that ¢ 

Mr. Cuvuporr. Well, except, Mr. Hoffman 

Mr. Horrman. I ask counsel what do you expect to show by these 
letters? You have read them all once and some of them twice. What 
is the relevance and what is the purpose? If we agree on what the 
letters say— 

Mr. Cuvupvorr. Mr. Hoffman, I want to say this to you. You are 
accusing me of prejudging and finding people guilty without facts, 
and that you even got on the floor of the Congress and said that five 
members of the majority refused to join in the majority report but only 
signed it and filed their own separate views. Now all we are trying to 
do is hear the facts. We want to get all the facts in the record; then 
you and the members of the minority and the majority and all mem- 
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bers of the full committee can read the facts that are in the record 
and make up their minds as to what they believe one way or the other 
and what the situation is, and they can write a report. That is all 
we are trying to do. We are trying to hear the facts. It is not a 
question of proof. This is not a court. This is a factfinding body 
after hearing all the facts involved. 

Mr. Horrman. If that is all so, here is my point. If counsel will 
say what he thinks the letters show and if the attorneys for the inter- 
ested parties say that is right, then we have saved a couple of hours’ 
time and there is no argument. That is all Iam trying todo. But 
counsel sits back and he won’t even say what he thinks the letters 
show. He hasan opinion, otherwise he would not be putting them in. 

Probably he thinks they are relevant. Why doesn’t he say they 
will prove this or that and the companies say, “Sure, we will admit 
that.” 

Mr. Cuvuporr. Part of the contents of each one of these letters was 
discussed with the witness and referred to and probably some of the 
material in the letter is immaterial, and certainly should not have to 
go into the record. 

These letters show a course of conduct as a result of Ebasco Services 
supplying services to the electric companies which they are hired to 
do a job for, and that is all they show. 

Mr. Knox. Mr. Chairman, I withdraw my objection if you meet 
the request of Mr. Jonas that the letters be withheld from going in 
the record until tomorrow’s meeting, so we may have an opportunity 
to view the letters and then pass judgment upon the contents as to 
whether they are relevant to the hearings or not. 

Mr. Cuuporr. Mr. Knox and Mr. Jonas, I just discussed the ques- 
tion with counsel and I agree to allow you to look at these letters this 
afternoon or this evening or whenever you might havethetime. Then 
we will offer them tomorrow morning, at which time you can make 
your objections to any parts or all that you wish. 

Mr. Lanigan, let the record show that the letters that you wish to 
put into the record shall be turned over to a member of the minority 
for the purpose of reading them after the committee adjourns this 
morning, and the first order of business tomorrow morning shall be 
your offer of these letters in the record, at which time the members 
of the minority may, if they care to, object and set forth their reasons 
for the objections to all or any parts of the letters. You may proceed, 
Mr. Lanigan. 

Mr. Lanican Do you want we to hand these over? 

Mr. Cuvporr. Finish with the letters and then you can give them 
all. 

Mr. Lantcan. I have no more questions of Mr. Phillips. 

Mr. Cuupvorr. I understand, Mr. Jonas, there is one letter that is 
not here. Mr. Perlman has it. 

Mr. Jonas. Will you give them to Mr. Knox? 

Mr. Cuvuporr. There is one here you will have to get from Mr. Perl- 
man. 

Mr. Jonas. Mr. Perlman is having it copied, as I understand it. 

Mr. Cxuuporr. Do you have any questions, Mr. Hoffman, of this 
witness? Counsel is through with his questioning. 

Mr. Horrman. Yes, I gathered from your testimony that you be- 
lieved in what you thought was constitutional government. 
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Mr. Puiurps. Yes. 

Mr. Horrman. Do you think you have a right to express your views 
as a citizen ? 

Mr. Proiiutrs. Yes. 

Mr. Horrman. Even if they do not agree with committee counsel ? 

Mr. Puiuires. Yes. 

Mr. Horrman. Do you think you have a right to employment if 
somebody wants to employ you to make a study and do research, do 
you think you have such a right? 

Mr. Putturs. Yes, sir; I certainly do. 

Mr. Horrman. As long as it is not a criminal activity ? 

Mr. Puiuures. That is right. 

Mr. Horrman. Do you think you have a right to get together with 
the ee of these companies if they want to talk with you about 
policy ? 

Mr. Puiurrs. I certainly do. 

Mr. Horrman. Do you know of anything in the Constitution that 
provides for the right to free assembly ? 

Mr. Putiures. I believe there is a provision in there. 

Mr. Horrman. Do you have any idea that that is what those com- 
panies were doing? 

Mr. Puiiutrs. I would think so. 

Mr. Horrman. Exercising that right? 

Mr. Puiturips. Yes, and voluntarily too. 

Mr. Horrman. Where do you live, what State? 

Mr. Puruies. I live in New York State now. [am nota New York 
Stater, but I live there now. 

Mr. Horrman. What is your residence, your previous one I mean. 

Mr. Puitrirs. Well, I lived in Indiana, and I have lived in Ohio, 
Colorado, and New Mexico. I have practiced my profession over the 
country. Tama a engineer you know. 

Mr. Horrman. You have been around quite a little? 

Mr. Puiiuirrs. Yes, sir. 

Mr. Horrman. Did you ever hear your right to express or entertain 
views challenged before this hear ing? 

Mr. Puituies. I hope they are not challenged, here. I would feel 
right upset if they were. 

Mr. Horrman. You do not feel then you are one of the accused 
individuals ? 

Mr. Pumuies. No, sir; I am not accused of anything. 

Mr. Horrman. You are not? 

Mr. Pumps. AmI? I do not feel guilty at all. 

Mr. Horrman. Well, I did not think you did from the way you 
acted, but there is a statement here in this report. 

Mr. Prius. Sir, I will 

Mr. Horrman. You heard me read about that? 

Mr. Puinures. Yes; but I have never read the report myself. 

Mr. Horrman. I know but I read it accurately. 

Mr. Puiures. Did you? 

Mr. Horrman. Yes; I will give you copies so you can see that I have 
and compare it with the testimony. 

Mr. Puituirs. I am surprised I was accused of something. 

Mr. Cuuporr. You were not accused of anything. 
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Mr. Horrman. Well, the substance of that report, that one para- 

graph, was that the public utilities and the Interior Department—and 
public utilities, of course, used your services # 

Mr. Putiures. Yes, sir. 

Mr. Horrman. Had engaged in a conspiracy to create a monopoly 
in the electrical power industry. 

Mr. Puitups. Of course, the thing is not so. 

Mr. Horrman. Wait a minute, that is in the report. You do not 
deny what that report says, do you ¢ 

Mr. Putuuirs. If that is what is in the report, I sure do deny it. 

Mr. Horrman. You do? 

Mr. Puruurrs. Yes. 

Mr. Horrman. Now what right have you got to deny it? 

Mr. Puusirs. I have got a perfect right, sir. 

Mr. Horrman. What. justifies you in denying that committee’s 
statement ¢ 

Mr. Puttutrs. Because it is not so. I am not conspiring with 
anybody. 

Mr. Horrman. Haven't you ever before? Didn't you conspire a 
little bit when you furnished this information to these power com- 
panies ¢ 

Mr. Puimurres. No, sir. 

Mr. Horrman. Not a little? 

Mr. Putiirs. I certainly hope it did some good. 

Mr. Horrman. It got you down here. I don’t think I want to ask 
anything more. I think the whole thing has been a farce this morning, 
a waste of time, a waste of public funds. Of course, as Mr. C hudoff 

says, that is only an expression of my opinion. 

Mr. Cuuporr. Are you through ? 

Mr. Horrman. Well, for the moment. 

Mr. Cuvuporr. I know, Mr. Jonas has a question or two. Pardon me, 
Mr. Knox? 

Mr. Knox. Mr. Phillips, from your statement here today, the testi- 
mony that you have given, it would lead me to believe that you repre- 
sent a free-enterprise company operating under Federal and State 
laws and the regulations which they set forth ; is that right ? 

Mr. Puiturrs. That is correct. 

Mr. Knox. Did any person preparing any information contained 
in your file receive any compensation from public funds ? 

Mr. Puttures. No, sir. Now, just a minute. I want to be clean 
about that. We do work for public bodies, too, as well as private 
companies. 

Mr. Knox. I understand you do, and that is the reason I asked the 
question. 

Mr. Puitutrs. To that extent they contribute to the kitty that we 
get paid from. 

Mr. Knox. Then you do not just represent private enterprise. You 
represent public bodies as well when your services are required and 
— are willing to pay the fee, your services are available to the public 
odes ¢ 


Mr. Puiturrs. Yes, sir; and in good conscience we can take the 
work. 
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Mr. Knox. And your right is determined under the Constitution 
of the United States to set forth the facts as you find them and state 
your views is it not ? 

* Mr. Pruiues. I believe that is right. 

Mr. Knox. And you have proceeded under that guaranty of the 
Constitution that you havea right to do so/ 

Mr. Putiuips. Yes, sir. 

Mr. Knox. You feel that there is every reason and justifiable reason 
that if you felt that Government was intruding upon the rights that 
are guaranteed to you under the Constitution, that you should appeal 
to that public body showing your views and facts established that it 
was not in the best interests of the Government to in any way hamper 
the great industrial America that has been founded by private enter- 
prise ? 

Mr. Puinuips. I think] have that right. 

Mr. Knox. I am unable to digest some of the statements that have 
been made here that would be inclined to lead the general public to 
believe that private enterprise is derelict in their duty in carrying out 
their obligation under any franchise or order that they may have re- 
ceived to furnish the general public with the power or other utility 
that is needed in this Nation. 

Mr. Puiwuires. Well, sir, 1 am sure that they have that obligation to 
furnish the power the country needs. 

Mr. Knox. And you feel that you have met that obligation to the 
best of your ability ¢ 

Mr. Puusurres. I think my clients have met that obligation. 

Mr. Knox. “Your clients,” I should have stated. 

Mr. Puitiies. I do not meet it. Iam not in the utility business. ] 
am in the engineering business. 

Mr. Knox. That is all, Mr. Chairman. 

Mr. Cuvuporr. Do you have any questions, Mr. Jonas? 

Mr. Jonas. Yes. 

Mr. Horrman, I have one here while he is waiting. I want your 
opinion on this statement : 

The best natural-resource program will not result.from exclusive dependence 
on Federal bureaucracies. It would involve a partnership of the States and 
local communities and private citizens-and the Federal Government all working 
together. 

Do you think that is sound ? 

Mr. Puiuies. Yes, sir; I think it issound. I would like to explain 
my answer of “yes.” The power business is essentially a local business, 
and I think it should be-responsive and controlled to the greatest pos- 
sible extent locally. That is, I do not think somebody back in Wash- 
ington should tell somebody out in Ohio about their rates. 

I do not think they know anything about it. I think they are a 
poor judge of it. I think the control of the utilities and their rates 
should be local. 

Now, I am not saying that national control is unnecessary. I think 
it is very wise in many of the regulatory operations, but I think 
that if what you read implies that the local bodies should get together 
and participate to the greatest possible extent in these Federal enter- 
prises that are financed by the taxpayers, my answer would be, “Yes; 
I think they should.” 


82402—56——-8 
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Mr. Horrman. Now, that statement that I just read was taken from 
President Eisenhower’s first message on the state of the Union. I 
thought ms Ly be you would be glad to know that he agreed with you. 

T hen here is one from Mr. Fascell, a member of this committee and 
of the majority, and also it was concurred in by Mr. Mollohan, another 


Democratic member of the committee in the formal report, in their 
additional views. 


They wrote: 

We do not interpret the report and we do not believe it can or should be 
interpreted as a document expressing a philosophy for the future development 
of the power resources of this country solely by the Federal Government or other 
public authorities. (Conversely, it is equally true that all power developments 
should not be undertaken exclusively by private industry, particularly with 
reference to those resources which are and have been in the public domain.) 

Do you go along with that, too, approximately ¢ 

(The foregoing quotation is from p. 304 of H. Rept. No. 2279, 84th 


226s 

( ‘ong.) 

Mr. Puitires. Yes; I would. 

Mr. Horrman. Well, they seem to have agreed with the President 
on the power situation "and policy. I think that is all. 

Mr. Jonas. Mr. Phillips, how long have you been with Ebasco? 

Mr. Putuites. Thirty- three years. 

Mr. Jonas. I believe this meeting in December of 1952 was the 23d 
annual meeting ? 

Mr. Puiutrs. Twenty-third meeting; I believe so. 

Mr. Jonas. It said so in the subpena served upon you. 

Mr. Primurps. Yes. 


Mr. Jonas. Have you been present at all of the meetings? 
Mr. Putizis. No, sir. 


Mr. Jonas. Have you been present at meetings prior to the one 
in 1952? 

Mr. Prtiutrs. Yes, sir. 

Mr. Jonas. For how long? 

Mr. Pures. I think about the last 10 of them, and I had been pres- 
ent at some previous meetings. You see, I am an engineer. 

Mr. Jonas. Were you present at the one in 1951, 1950, 1949, and 
1948 ? 

Mr. Puriturrs. I believe I was; yes. 

Mr. Jonas. 1947, 1946, and 1955 perhaps? 

Mr. Puturrs. Yes. 

Mr. Jonas. Did you help set up the meetings in those years ? 

Mr. Prius. Yes. 

Mr. Jonas. Help plan the agenda ? 

Mr. Putuirs. Yes, sir. 

Mr. Jonas. Did the meeting in 1952 about which this discussion 
has ranged yesterday and today follow the same pattern that the meet- 
ings followed prior thereto? 

Mr. Pumiirs. Approximately so. You talk of physical pattern? 

Mr. Jonas. No; a pattern of substance, the materials discussed and 
the general purpose. 

Mr. Puiurs. The situation changes. You see, during the war 
when we were so desperately short of material and equipment and 
there was difficulty in getting it, the prime subject was how-—— 
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Mr. Jonas. I did not mean that you discussed the same subject 
every year, Mr. Phillips. The purpose of the meeting—correct. me if 
I am wrong—was not the purpose of the meeting to assemble the 
presidents of the companies who are your clients to talk over matters 
of mutual interest, to exchange ideas, to bring them up to date on new 
developments in the industry and to give them the benefit of your 
experience in these fields in ‘which they are interested ? 

Mr. Putrutrs. Yes, sir; that was the purpose of it. 

Mr. Jonas. And that has been the purpose throughout the course of 
the 23 years? 

Mr. Putuurs. Yes, sir. 

Mr. Jonas. And you have a different subject each year which is the 
basis of the discussion ? 

Mr. Puiutps. Yes. The situation changes. There is nothing 
stable about this country or its system. 

Mr. Jonas. Have you ever prepared any basic material for the 
presidents prior to 1952? 

Mr. Pumuirs. Oh, yes, sir. 

Mr. Jonas. That has been your policy all down through the years, 
whenever they ask you for help on a paper you give it to them? 

Mr. Puts. Surely. It is my business. 

Mr. Jonas. Well, you would say then that the pattern followed in 
1952 was the same that had been established theretofore and that has 
been followed since ? 

Mr. Pures. Well, there have been changes, of course, in physical 
characteristics and things of that sort. 

Mr. Jonas. Now, you have explained in answer to questions asked 
you by Mr. Lanigan how you came to prepare material upon which 
were based various talks made at this conference and perhaps else- 
where. Would you say there is any substantial difference in what 
vou did and what the committee heard in Idaho Falls last year when 
it was conducting hearings when we were told by Mr. Gus Norwood, 
who is the Portland man: iger for the Public Power Association, that 
he met with witnesses who were to testify before this committee and 
helped them prepare their testimony, and that all of the material 
they furnished to the committee, and the papers they read to the com- 
mittee in the form of statements, were all prepared on the same ma- 
chine in his presence and with his help ? 

Have you done anything like that or is what you did comparable 
with that sort of thing? 

Mr. Puitutrs. No. This is my own testimony. 

Mr. Jonas. May I offer the comment, sir, that this subcommittee 
has not seen fit to investigate Mr. Norw ‘ood’s assistance of witnesses 
in preparing and delivering their testimony before it. and this is 
the first instance I know in which the committee has seen fit to question 
the right of a private organization, such as yours, to assist its clients 
in the 3 preparation of pertinent material bearing upon the business in 
which they are engaged. 

Do you have any feeling, sir, that anything you have done, or 
Ebasco has done, in rel: tionship to this entire situation, has been 
illegal ? 

Mr. Pures. No, sir. 

Mr. Jonas. Unfair or unwarranted ? 

Mr. Putrutes. I don’t believe so. 
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Mr. Jonas. Other than what you normally would do in connection 
with aid you rendered to any client that calls upon you for assistance / 

Mr. Pumurrs. No, sir; the same sort of professional service. 

Mr. Jonas. Would you say that either you or any of the officials of 
your company, insofar as you know—you are an official of it; are 
you? 

Mr. Puiures. No, sir; lam not an officer of the company. 

Mr. Jonas. Youare just an employee / 

Mr. Puixies. An employee. 

Mr. Jonas. Do you know of any official of the company who has 
engaged with anyone in any conspiracy to dictate the public power 
policy of the Federal Government, or to subvert State governments 
or to control the thinking of the American people ? 

Mr. Puituips. No,sir. ‘The officers of my company are professional 
men, they are all engineers, with one exc eption, who is an accountant. 

Mr. Jonas. Have you engaged i in any such conspiracy ¢ 

Mr. Pures. No, sir; I have not. 

Mr. Jonas. May I inquire, is the subpena directed to Mr. Phillips 
in the record ? 

Mr. Cuvuporr. I don’t think so. If you want it in the record, you 
can offer it. I certainly won’t object to it. 

Mr. Jonas. Just to show what a broadside it is, I would like to have 
it included in the record. 

Mr. Cuuporr. Without objection, let it be so included. 

Mr. Jonas. That is, the attachment to it, not the subpena itself. 

Mr. Cuuporr. It is a duces tecum. 

Mr. Jonas. All I want is the list of stuff that he was asked to bring 
down here. 

(The document referred to is as follows :) 





ANNEXED ATTACHMENT TO SUBPENA DATED JULY 10, 1956 
List of documents to be brought by C. N. Phillips in response to subpena dated 
July 10, 1956, issued by authority of the House of Representatives of the Congress 
of the United States of America. 

All correspondence, memorandums, minutes, agenda, and every other document 
of any kind whatsoever in the files of Ebasco Services, Inc., and in his personal 
file relating to: 

1. The 23d annual Ebasco presidents’ conference held on December 1, 2, and 3, 
1952, and any presentations, talks, demonstrations, or other activities at said 
conference meeting or at any meeting held by persons attending said conference 
which related in any way to the activities of the Government of the United States 
in the field of the generation, distribution, or sale of electric power. 

2. The attendance at said 23d annual presidents’ conference. 

3. ‘The conception, preparation, printing, distribution, and costs «of a document 
entitled “The Federal Power Program—lIts Background, Growth, and Conse- 
mg 7 es.” 

4. A letter dated September 29, 1952, signed by Pauline Merrow addressed 
either to J. E. Corette or Colin W. Raff of the Montana Power Co. and related 
correspondence preceding and following said letter of September 29, 1956. 

5. A file entitled approximately “Backup Data for Chart Entitled ‘Power Ex- 
pansion Program 1947-52.’ Investor-Owned Utilities Versus Federal Govern- 
ment.” 


Mr. Jonas. How many letters and documents and memorandums 
and minutes and matters of that sort, that this subpena required you to 
produce, did you produce ? 

Mr. Puiuies. I brought all I had. There it is [indicating]. 
Mr. Horrman. Describe it. 
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Mr. Cuvporr. I will agree that it is 9 inches high. 

Mr. Jonas. At least 9 inches high, 13 inches long, and about 12 
inches wide. 

Mr. Cuuporr. By the way, there are many magazines in that pile 
in general circulation, which probably takes two-thirds of the space. 

Mr. Putuurrs. I brought quite a bit of stuff. 

Mr. Jonas. When were you first interviewed by a member of the 
staff? 

Mr. Puiiurrs. It was a week ago last Friday, I think; a week ago 
last Friday. 

Mr. Jonas. Where was that interview, sir? 

Mr. Putiurps. New York. 

Mr. Jonas. Who interviewed you / 

Mr. Paiiuips. Mr. Lanigan and Mr. Perlman. 

Mr. Jonas. Both of them ? 

Mr. Puiiurrs. Both of them. 

Mr. Jonas. Did they come to your office ? 

Mr. Puiuuips. Yes, sir. 

Mr. Jonas. How long did the interview last ? 

Mr. Puitures. All morning. 

Mr. Horrman. Who paid you for that morning’s time ? 

Mr. Prius. Nobody paid me for it. 

Mr. Jonas. Did they tell you what it was they were investigating / 

Mr. Puiiuirs. They produced—well, it looks like it had been run on 
a minute machine, and asked me if I had seen it. 

Mr. Jonas. You mean this document | indicating | / 

Mr. Puinurres. It looks like that one: yes, sir. 

Mr. Jonas. The one you have already testified about 

Mr. Prinures. It is apparently a print of it. 

Mr. Cuuporr. It isa photost: itic copy of it. 

Mr. Putirres. They called me on the telephone, I eet first, and 
T talked to Mr. I erlman the day before, and they asked if I would be 
in. and I said I would, and I asked him what it was about, and they 
said they wanted to ask me some questions. I forget whether they 
told me or not, and [ asked them if this was a subpena matter or other- 
wise, and they said, no, they would get a subpena if they needed it, 
and T said, no, they didn’t need it, “Come talk to me, I am willing to 
talk about what I do.” 

Mr. Jonas. So they called on you ? 

Mr. Primurs. Yes, sir. 

Mr. Jonas. And discussed the matter fora half day ? 

Mr. Putiuirs. Well, I brought up my junk, as much of it as applied 
to this book. They went through it and picked off some material, and 
we ran it on the minute machine and gave it to them. 

Mr. Jonas. You didn’t deny your part in preparing the informa- 
tion ? 

Mr. Pumurrs. I hope I told them just what I told you here, only 
I told them more. 

Mr. Jonas. You made a full disclosure to them of all of the testimony 
you have given here ? 

Mr. Prius. I sure hone I did. IT did the best I could to do 
that. Younever know whether it’s satisfactory or not. 

Mr. Jonas. Did they take notes on what you told them ? 
Mr. Puiruirs. Yes, sir. 
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Mr. Jonas. Did they ask you if you would furnish these letters and 
documents and materials, if the committee requested them ? 

Mr. Puuuirs. No, sir, but they—I don’t remember their saying 
that, but they took what they wanted, and I had it reproduced on the 
spot, as [ remember. 

Mr. Jonas. And they brought it back with them ? 

Mr. Puitures. Yes, sir. 

Mr. Jonas. Did they tell you they would desire additional informa- 
tion and would subpena it later? 

Mr. Pues. I don’t remember they told me that. 

Mr. Jonas. Did you tell them you would be glad to furnish them 
copies of any documents in the entire oflice that they felt they needed ° 

Mr. Putuies. I don’t think the thing ever came up. 

Mr. Jonas. Well, everything they asked for, you furnished and 
made copies, and they took them away ? 

Mr. Putuies. Yes, sir. 

Mr. Jonas. As a matter of fact, your coming down here has been 
unnecessary, then, so far as disclosing to this committee the informa- 
tion it sought, because they already had it as a result of these inter- 
views; is that not true? 

Mr. Putuures. I think so. I think we brought down some letters, 
we brought down the letters they didn’t take. 

Mr. Jonas. Well, you would have sent them down if they had been 
requested ¢ 

Mr. Puturrs. Yes, sir; I would have sent anything. They didn’t 
need a subpena to get it. As far as I was concerned, that is. I don't 
know what my company would have done. A subpena is kind of a 
serious thing on a company. 

Mr. Jonas. You would have furnished the information without a 
subpena ? 

Mr. Puiures. I would, personally; you bet I would. 

Mr. Jonas. You said that to the staff members? 

Mr. Pues. Yes. 

Mr. Jonas. Do you know of anything you told us here today that 
you didn’t tell them, that bears on this issue of who prepared this 
material, and about the conference? 

Mr. Puuuies. I don’t think so. We had quite a pleasant discus- 
sion about the power business and socialism, and other things. It was 
enjoyable; it was a good discussion. 

Mr. Jonas. I imagine it would come up. 

Mr. Putures. It’s bound to come up. 

Mr. Jonas. Have you disclosed to them all the information you 
have given the committee here today ? 

Mr. Pures. I think there have been some things they have asked 
me today they didn’t ask me then. But, I was willing, and, in sub- 

stance, I disclosed everything; yes, sir. 

Mr. Jonas. Would you have disclosed it to them without coming 
down here and testifying under oath before the committee? 

Mr. Puiurirs. You bet your life. 

Mr. Jonas. That is all. 

Mr. Horrman. I have one question there, Mr. Chairman. He has 
asked you that broad general question. You can’t remember every- 
thing they asked you in detail, or what you told them ? 

Mr. Putuires. No, sir. 
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Mr. Horrman. Your point is, and I think Mr. Jonas’ point is: So 
far as you were able at that time, you gave them all the information 
they asked for that you had? 

Mr. Pumuies. I tried to be just as frank as I could. 

Mr. Horrman. You may or may not have added a little something 
to it here? 

Mr. Puutuirs. Yes, sir; that’s right. 

Mr. Horrman. You made no complaint about their coming to see 
you or talking to you? 

Mr. Paaaes. No. They were very pleasant and very agreeable. 
I have no complaint whatever about the conduct or the questions or 
actions, or anything. 

Mr. Horrman. There wasn’t any compromising letter between you 
and any third person in the file; was there? 

Mr. Puiiturrs. I don’t think they are compromising. I am not 
ashamed to show a single letter. 

Mr. Horrman. I was only referring to business matters, of course. 

Mr. Puiures. Listen, at my age, there i is no such thing as compro- 
mise. 

Mr. Horrman. You can’t tell what the committee staff might have 
been after. 

Mr. Jonas. Maybe the witness doesn’t know that Mr. Hoffman is 80 
years old. 

Mr. Pures. Well, I am not young, you know. 

Mr. Horrman. Well, I am still around. 

Mr. Puiuirs. I am not young, by any means. I thought I was older 
than he was. 

Wait a minute; I thought of something. There were two things that 
they asked for that I didn’t give them on the spot. One was a copy of 
the 1952 chart book, which ‘I think we have furnished you, and the 
other was a list off that picture, and I furnished that. 

Mr. Cuvuporr. You didn’t tell us anything about the 1952 presi- 
dents’ meeting, and you didn’t tell us about the agendas, and that came 
up today. Iam not condemning you about it. 

Mr. Puiiies. They didn’ t ask me about it. 

Mr. Cuuporr. Mr. Phillips, nobody from this committee, either my- 
self or the investigators, have infringed on any of your constitutional 
rights; have we? 

“Mr. Pututrrs. I don’t think so. 

Mr. Cuvuporr. Nor threatened you by force or intimidation to fur- 
nish anything to us? 

Mr. Puruirs. No. 

Mr. Cuvporr. This subpena that you got was served on you in the 
normal course by the United States marshal in accordance with the 
law? 

Mr. Putiuies. Yes, but the subpena, sir, is force. 

Mr. Cuvuporr. You mean you consider anybody that has a subpena 
served on him a victim of force. 

Mr. Puiuies. I think you are forced to give the information. I kind 
of regent a subpena because I am erfectly willing to give information 
without the subpena. Now, nave I am kind of old fashioned. 

Mr. Cuvuporr. We didn’t mean to attack your integrity by serving 
a subpena on you, and I want to say this to you, that I, for one, feel 
you have been a very cooperative witness and very courteous witness. 
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I know that you have told us everything that we asked you to the best 
of your ability, and I want to thank you for coming. 

Mr. Pumuies. Thank you, sir. 

Mr. Knox. Mr. Chairman, I should like to ask the witness a ques- 
tion before we leave him. Mr. Phillips, you are familiar with these 
letters from September on into November relative to your 1952 
meeting ¢ 

Mr. Puiuies. Yes, sir. 

Mr. Knox. I have had an opportunity to read four of the letters, 
and from my interpretations of the letters you are a very faithful 
servant to your clients. In your letter of Nov ember 7, 1952, you state, 
and I quote from your letter: 

I am also enclosing, as per your request, a copy of the charts which I used in 
my talk at Sioux Falls, 8S. Dak. Some of these charts were quite large, the size 
varying with the degree of emphasis that I wished to place upon them. They 
were pasted on the wall of the meeting room, and I walked around them and 
described what they meant instead of making a set written talk to bring out the 
points I wished to make, hence the lack of a manuscript to send you. However, 
I did have an outline which I had in my hand to keep me reasonably on the 
track and to supply necessary figures to answer questions. * * * 

Your clients requested this information from you; is that true 

Mr. Puiuirs. That’s right. 

Mr. Knox. And as an employee of the client you met the request 
and supplied the information ¢ 

Mr. Puiiuips. Yes, sir. 

Mr. Knox. That’s all. 

Mr. Cuvporr. Mr. Lanigan? 

Mr. Lanican. I just wonder if Mr. Phillips will put the enclosures 
back in the red book. 

Mr. Cuuporr. Thank you very much. 

Mr. Purmuips. I would like to ask a question, Mr. Chudoff. In this 
letter business, have I got to be here when those letters are made a 
part of the record ¢ 

Mr. Cuvporr. Well, let me find out from Mr. Jonas and Mr. Knox. 
Mr. Phillips has requested the right to leave and he wants to know 
whether he would have to be here tomorrow when we take up the 
relevancy of the letters, and so forth. 

Mr. Jonas. I don’t think so. 

Mr. Cuvuporr. I don’t think we need you, Mr. Phillips. If you want 
to go back to New York, it will be perfectly all right. Mr. Hotfman, 
you don’t have any objection to Mr. Phillips leaving Washington, 
do you? 

Mr. Horrman. Me? Why would I have an objection ? 

Mr. Cruporr. You and I have become such wonderful friends, and 
I want to take you into consultation. 

Mr. Horrman. Youand I are celebrating ; we are so happy together. 

Mr. Cuvuporr. Mr. Phillips is excused. 

Mr. Horrman. He should present his claim for reimbursement, 
which will be inadequate. 

Mr. Cuuporr. Mr. Hoffman, we will see that every one of the wit- 
nesses is given his proper witness fees and transportation in a¢écord- 
ance with the law. 

Mr. Horrman. I think they ought to have a little extra in view 
of the information they have given to the committee. 

Mr. Crrevorr. Is Mr. Daniel F. Garvin present ? 
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TESTIMONY OF DANIEL F. GARVIN, RESEARCH ASSISTANT, 
EBASCO SERVICES, INC. 


Mr. Cuvporr. Mr. Garvin, will you raise your right hand? What 
is your full name / 

Mr. Garvin. Daniel F. Garvin. 

Mr. Cuvuporr. What is your address / 

Mr. Garvin. Glenrock, N. J. 

Mr. Cuvuporr. Mr. Garvin, do you solemnly swear that the testi- 
mony you are about to give before this committee shall be the truth, 
and nothing but the tr uth, so help you God ¢ 

Mr. Garv in. ldo. 

Mr. Knox. May we be informed who the witness represents / 

Mr. Cuuporr. Counsel will bring that out before he starts the 
questioning, as to his background and capacity, and so forth. 

Mr. Jonas. Mr. Chairman, before you ask the questions, may 1 
make just one short comment for the record / 

Mr. Cuvuporr. Surely. 

Mr. Jonas. I notice you are swearing = these witnesses. I point 
out that throughout our hearings last year, when you were hearing 
those that were attacking the administr: siaes you never swore a single 
witness. 

Mr. Cuuporr. We are going to swear everybody. We have 12 wit- 
nesses to hear and each witness will besworn. Each one will be treated 
the same. 

Mr. Jonas. I just wonder why you changed the policy of not swear- 
ing witnesses? Y ou didn't put any of the witnesses last year under 
oath, Idaho Falls, San Francisco, Denver, or Atlanta. The only wit- 
ness you swore was the minority clerk of the House Committee on Ap- 
propriations, which indicates to me some discrimination. I just won- 
dered why the policy had been changed and why you decided to swear 
these witnesses. 

Mr. Cuvporr. I am not discriminating against anybody. I just 
decided to swear them. 

Mr. Jonas. Am I correct that you didn’t swear witnesses last vear / 

Mr. Cuvporr. That is right. This is the first group we have sworn, 
and we are going to swear all the 12 witnesses that we hear. 

Mr. Laniean. Mr. Garvin, will you state your position and your 
occupation, please / 

Mr. Garvin. Research assistant in the research department of 
Ebasco. 

Mr. Laniean. Is that the Department of which Mr. Phillips is the 
Chief ? 

Mr. Garvin. It is. 

Mr. Lantcan. Just a couple of points that I thought we ought to 
clear up. First, I have here a series of charts, copies of a series of 
charts, which you supplied to staff members of the committee last week. 
I wonder if you would look them over. 

Did you prepare any of those charts ? 

Mr. Garvin. When you say “prepare,” you mean for the booklet or 
in this fashion here ? 

Mr. Laniean. In this fashion. 

Mr. Garvin. I only recognize one which I may have done a rough 
sketch on. That’s this one [indicating]. 
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Mr. Lanican. Could you identify that for the record? 

Mr. Garvin. Well, it has two vertical stacks on it. It has to do with 
the acreage put under irr igation and the kilowatts of power installed. 
It has notitle. I don’t know where it fits in the book, if it’s in the book. 

Mr. Lanican. How did you receive the other charts in that group? 

Mr. Garvin. The other charts came in a letter or letters from Mr. 
Colin Raff of the Montana Power Co. 

Mr. Lanican. You made the remark that you hadn’t prepared that 
form. Had you prepared some of the charts previously ¢ 

Mr. Garvin. These particular charts ? 

Mr. Lanican. Charts like that, showing the same examples. 

Mr. Garvin. Imay have. I don’t recall. 

Mr. Laniean. Can you identify any that you had prepared 
previously ? 

Mr. Garvin. There are three here which may be some. They are 
veryrough. It’s hard to—— 

Mr. Laniean. There are three that look like charts that you had 
prepared previously ; is that correct ? 

Mr. Garvin. They do not look exactly like the charts, but fairly 
close. 

Mr. Lanican. Could you identify those, please, by the writing 
across the top ? 

Mr. Garvin. The first one here is called “Growth of the Federal 
Power Transmission Line Program (60,000 Volts and Over),” 1932 to 
1952. This isa very rough sketch. It could be on the order of what 
I might have previously prepared. 

One here titled, “Out of Balance,” which has to do with taxes. It 
looks rather familiar. 

And, one here called “How Estimates on Federal Projects Climb.” 
It looks rather familiar. 

Mr. Lanican. Those are the ones you think that you may have pre- 
pared, or may have prepared previously ? 

Mr. Garvin. When you say “prepared,” I might have supervised 
the drafting of the particular chart. These others I have never seen, 
nor do they look like anything I have ever done. 

Mr. Lanican. Now, Mr. Romney, would you show Mr. Garvin page 
29 of the booklet? That is a chart entitled “The ‘Cheap Power’ Myth 
in the Northwest,” and allegedly compares Kerr Dam and Hungry 
Horse. Have you seen a chart like that prior to the time you saw this 
booklet ? 

Mr. Garvin. I can’t recall, but I think, almost with a degree of 
certainty, that I never have. 

Mr. Uantcan. Could you tell us what work you did on the booklet 
entitled “The Federal Power Program,” which you have in front of 
you? 

Mr. Garvin. I supervised the drafting of it, getting it into the shape 
you see here, starting with the sketches that Mr. Colin Raff provided 
to me. 

Mr. Lantcan. Could you give us the sequence in which your work- 
ing occurred on this, and the contacts you had with Mr. Raff and 
others regarding the booklet ? 

Mr. Garvin. The first time that I knew I would do this work was 
some time in the latter part of February, or the first part of March, 
and Mr. Raff forwarded to me, or Mrs. Merrow, who is in our depart- 
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ment, these charts and a text to go with them, over a period of pos- 
sibly a week or 10 days. As I received them, I put them on the 
drafting boards and began to draft them. 

Then, during the course of that, Mr. Raff came into the office the 

arly part of March, I believe- 

Mr. Horrman. What year are you talking about? 

Mr. Garvin. 1958. [C ‘ontinuing:] And looked at the work as it was 
progressing, O. K.’d the drafting, the arrangement of the charts, the 
arrangement of the text, and then we produced a small qu: untity of 
them. 

I don’t recall now whether I gave them to Mr. Raff or Mr. Corette, 
or mailed them, or in what fashion they got to the Montana Power 
Co. Then, possibly 2 weeks or so later, 1 got a request to reproduce 
the book in quantity. 

Mr. Laniagan. When you say “in quantity,” what quantity do you 
mean ¢ 

Mr. Garvin. Well, as Mr. Phillips stated earlier, I had sent them out 
for this so-called Zinco process, which is a fee charged per chart, a 
minimum order of 100. We got those back, and colored somewhere 
between 25 and 50, I suppose, and then assembled them by hand in a 
booklet. That was the first booklet for, you might say, editing pur- 
poses for Mr. Raff. 

Mr. Lanigan. When he requested an order in quantity, when you 
had a subsequent request for an order in quantity, how many did 
you have? 

Mr. Garvin. Fifteen hundred. 

Mr. Lanican. Of course, you have heard the testimony here that 
there were some changes made in the 1,500 edition, a change in the 
inside of the front cover, and I believe two others. Do you recall that 
that change was made in the second printing? 

Mr. Garvin. I can assure you that I was sitting here in the front 
row, but I heard just about half of what was going on, due to the 
acoustics. If you can ask me the question—— 

Mr. Laniean. I will ask you what changes were made in the second 
printing, as compared with the first. If you will just indicate the 
pages, I think that will be sufficient. 

Mr. Garvin. The first change that I can recall is that the inscription 
on the inside of the front cover was changed to the format which you 
have in the second booklet. 

Possibly, the first page might have been rearranged a little so that 
it would fit on the page ina better fashion. 

Then I believe there were some transmission lines in which minor 
errors had been made in drafting the material. 

Mr. Lanican. Do you mind if I stop you? I didn’t intend to go 
through all the changes in detail, but I wanted to establish that there 
had been changes. The first printing and the second printing were 
different printings. 

Mr. Garvin. That is correct. 

Mr. Laniean. Now, I have a letter here of March 20, 1953, signed 
by you in type, and addressed to Mr. Colin Raff. It states: 





Enclosed are 21 new copies of pages 1 and 7, as per Mr. Corette’s instructions 
* * *£ 





Were there changes made on pages 1 and 7 in the original books? 
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. Garvin. Those are the two changes I just told you about. Page 
1 was a rearrangement of the paragraphs; page 7 is that transmission- 
line map I was telling you about. 

Mr. Laniean. I notice that you sent 21 copies of the correction to 
Mr. Corette. Is that the number of booklets that were delivered on the 
first order ? 

Mr. Garvin. I don’t think this is an indication of how many were 
ordered or reproduced on the first printing. It would seem to me that 
we might have colored more, and didn’t get them finished in time, by 
the time that we mailed them out, and this was an additional 21 copies. 

Mr. Laniean. Your recollection is that the total that were delivered 
was about how many, on the first order ? 

Mr. Garvin. That is rather hard tosay. I do know, and established 
the fact in my own mind by looking at the purchase order, which has 
been supplied to you here, that I did have, and in almost ever y case 
unless it’s only an order for 3 or 4+, where we use a photostatic process, 
but if it’s something like 25 or 50, we would normally send them out to 
a printing firm and get the Zincos back and color whatever the client 
requested. 

This 21 copies here apparently is that either Mr. Raff took the 
things, we mailed them, and then the change had been discovered, and 
possibly only had 21 copies or 23 copies left, actual good copies—a lot 
of these get dirty, and so forth—and I colored those and sent them on. 

Mr. Cuvporr. Mr. Hoffman, do you have any questions? 

Mr. Horrman. Not of this witness, no. 

Mr. Cuvuporr. Mr. Jonas? 

Mr. Jonas. No questions. 

Mr. Cuvuporr. Mr. Knox? 

Mr. Knox. No questions. 

Mr. Cuvporr. I have no questions. 

That is all. 

Mr. Lanican. Mr. Chairman, I was going to suggest that those 
charts be put in the record. 

Perhaps Mr. Knox wants to review them. 

Mr. Cuuporr. Do you want to look at these charts before we offer 
them for the record? 

Mr. Knox. Are they the same charts we had yesterday ? 

Mr. Cuvporr. They are rough copies, and they might not be exactly 
the same, but they show how they started. 

Mr. Knox. I don’t care to. 

Mr. Cuvuporr. Without objection, let them be introduced in the 
record. 

Mr. Lanitean. And the letter. 

Mr. Cuuporr. And the letter also. 

Mr. Jonas. Mr. Chairman, I don’t think we ought to put in any- 
thing he hasn’t identified. He said he couldn’t recognize some. 

Mr. Cuvuporr. We will only put those charts he identified in the 
record. I think, though, he did identify all of them. He said all 
had been submitted by him to Mr. Raff, except one, which he made 
himself. Is that right? 

Mr. Garvin. I am not sure I made it myself. Either Mr. Raff 
made it while he was there 2 or 3 days 

Mr. Cuuporr. But you did recognize all of them? You are not sure 
whether you made one yourself, or -Mr. Raff supplied them to you ? 
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Mr. Garvin. The record shows that I received a certain number 
from Mr. Raff, and then the next question was, I believe, whether I 
had ever seen some of these before, or something, and I said for the 
record whatever I said. 

Mr. Jonas. He said he had not seen some of them. 

Mr. Laniean. Off the record. 

(Discussion off the record.) 

Mr. Cuuporr. Also, if there is no objection, we will admit the letter 
which was signed by him. It is a very short letter. I think it is a 
letter of transmittal. 

Mr. Lanigan. That is right. 

Mr. Cuuporr. It came with these [indicating]. He got it from 
Mr. Raff. 

(For the documents referred to, see appendix IV.) 

Mr. Cuuporr. Mr. Garvin, you are excused. 

Is there any objection to Mr. Garvin being excused / 

(No response. ) 

Mr. Cuuporr. Mr. Raff, whom we asked to stay, can be excused also, 
1 think. I think yesterday he asked whether he would have to stay, 
and we told him that after we heard the Ebasco witnesses we would 
excuse him. So, you are excused, if you want to leave. 

Now, is the Secretary of Ebasco Services here? 


TESTIMONY OF CARL H. ANDERSON, SECRETARY-TREASURER, 
EBASCO SERVICES, INC. 


Mr. Cuvporr. Would you raise your right hand, please? Would 
you give your full im ume? 

Mr. ANpERsoNn. Carl H. Anderson. 

Mr. Cuvuporr. Where do you live, Mr. Anderson ? 

Mr. ANDERSON. Staten Island, N. Y. 

Mr. Civporr, Do you solemnly swear the testimony you are about 
to give before the subcommittee shall be the truth, the whole truth. 
and nothing but the truth, so help you God ¢ 

Mr. ANDE RSON. Yes, sir. 

Mr. Cuvuporr. Would you be seated, please. 

Mr. Lanigan. Could you identify your position with Ebasco, sir? 

Mr. ANpERsoN. I am secretary- -treasurer of Ebasco Services, Inc. 

Mr. Lanigan. How long have you been with Ebasco Services, Inc. 

Mr. CHuuborF. Since 1923, that is 33 years, I would say. 

Mr. Lantean. Do you have any position with Electric Bond & Share 
Co. / 

Mr. ANperson. At the present time, no. 

Mr. Laniean. Did you have a position with that company 4 

Mr. Anverson. I originally worked with Electric Bond & Share 
Co. from 1923 to 1933, at which time we went over to Ebasco Services. 
Inc. 

Mr. Lanican. What position did you hold with Electric Bond & 
Share Co. ? 

Mr. Anperson. I was engineering cost clerk. 

Mr. Laniean. Are you an engineer / 

Mr. Anperson. No, sir. 

Mr. Lanigan. Are you an accountant ? 

Mr. Anperson. I am an accountant by profession. 
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Mr. Laniean. I think perhaps before I ask questions, Mr. Knox 
would want to ask some questions. 

Mr. Cuuporr. Mr. Knox, if you recall, when we first called Mr. 
Phillips, you had some questions concerning the financial setup of 
Ebasco. I said we would have the secretary and you said you would 
defer until we called him. Now I think would be a good point in 
the record for you to ask your questions. 

Mr. Knox. Mr. Anderson, it is my understanding the Ebasco Serv- 
ices have a parent company which is known as the Electric Bond & 
Share, which has no operations in the United States. 

Mr. Anperson. That is correct. By “no operations” do you mean 
any holding in electric utilities ? 

Mr. Knox. That is right. 

Mr. Anprerson. Yes, sir. 

Mr. Knox. In other words, your holdings are all owned under the 
American Foreign Power Co. ? 

Mr. Anverson. That is correct. 

Mr. Knox. And the Ebasco Services are an investment company and 
operate under the Investment Act ? 

Mr. Anpverson. Electric Bond & Share Co. is a holding company 
and it is now endeavoring to get permission to operate under the In- 
vestment Act to divest 

Mr. Knox. Endeavoring to get permission ? 

Mr. ANprerson. Yes, sir. 

Mr. Knox. And the Electric Bond & Share, the parent company, has 
divested itself of all holdings in this country ? 

Mr. Anprerson. Yes, sir. 

Mr. Knox. To your knowledge, does Ebasco Services serve more 
utilities than nonutilities ? 

Mr. Anpverson. I would say Ebasco Services right now serves more 
nonutility companies than it does utility companies. 

Mr. Knox. Nonutilities than utilities ? 

Mr. Anprerson. That’s right, sir. 

Mr. Knox. Are you familiar with a study that is being made in 
Florida, the Inter-American Trade authority has called upon you to 
make a study of a $100 million industry ? 

Mr. Anperson. I know the job is in the shop; yes, sir. 

Mr. Horrman. Off the record. 

( Discussion off the record.) 

Mr. Knox. Are you familiar with the study that Ebasco Services 
made in the Upper Peninsula of Michigan ? 

Mr. Anperson. I am not familiar with the details of it. I know 
that was a job that Ebasco was working on. 

Mr. Knox. And it was a State authority calling upon Ebasco Serv- 
ices to make the study ? 

Mr. Anperson. Yes, sir. 

Mr. Knox. Known as the Michigan Economic Development Com- 
mission ? 

Mr. Anperson. That sounds like it might be the company; yes, sir. 

Mr. Knox. I note that the study was made by Ebasco Services for 
the State of Michigan*under the economic development commission 
and that you made a very thorough study, not only on power but all 
of the resources that the Upper Peninsula had and what it had to offer 
to industry to come into that particular area. 
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In your studies of the Upper Peninsula of Michigan, you went into 
the question quite thoroughly and have documented the types of elec- 
tric power suppliers in the Upper Peninsula: The investor-owned 
utilities, there were 6 companies; company-owned utilities, 2; com- 
pany-owned plant, 1; and municipality, 9; giving a total of 18 sources 
of power, generating some 233,612 kilowatts. And, you also went on 
to stress the need for the additional power that was needed in order 
to meet the criteria of that particular area. 

My late findings are that two private utility companies have joined 
and now have laid a cable across the Strait of Mackinac to bring into 
that area the additional power needed for the eastern part of the 
Upper Peninsula, the power company producing the power is the 
Consumer Power Co. in the Lower Peninsula of Michigan, and the 
receiving company is the Edison Sault at Sault Sainte Marie, Mich. 

Without the study that was made by Ebasco, I am of the opinion 
that the Edison Sault Electric Co. would not have had that informa- 
tion to determine as to what the needs would be for that particular 
area. So, your services, then, are available to te industry, munici- 
palities, Government-operated installations of any sort, is that correct ? 

Mr. Anperson. Yes, sir. 

Mr. Knox. And you have serviced all of those when your services 
were required ? 

Mr. Anverson. That’s right, sir. 

Mr. Knox. I believe that is all for the moment, Mr. Chairman. 

Mr. Laniean. Are you familiar with the historical background of 
the Electric Bond & Share Co. and the relationship of it with Ebasco 
Services, Inc., and also with the history of the corporatiom as a holding 
company ¢ 

Mr. Anperson. Somewhat. 

Mr. Lanican. Could you give us, to the extent that you can, a 
summary of the inception of the company, the history from its incep- 
tion down to the present ? 

Mr. Anpverson. Electric Bond & Share Co. was formed in 1905 and 
had in amongst its employees technical people, engineeers, designers, 
business consultants, and operated up until 1933, at which time, 
under the provisions of the Public Utility Holding Company Act, 
it was not allowed to service its affiliated client companies in the 
public-utility industry. So, it segregated all of its personnel in the 
engineering, construction, and business consultants, set them up as 
a separate organization, formed Ebasco Services, Inc., and transferred 
all of those employees to that particular company. 

Mr. Lanican. Do you know up until what time Ebasco Services 
serviced only companies in which controlling interests were held by 
the Electric Bond & Share Co. ? 

Mr. ANperson. In 1942, it, so to say, hung out its shingle to service 
operating public utility companies and companies in the industrial 
and financial fields which were not formerly affiliated with Electric 
Bond & Share Co. Its first job, I might say, was with the United 
States Treasury Department. 

Mr. Lanigan. When Electric Bond & Share was formed in 1905, 
do you know who held the stock in it ? 

Mr. Anverson. I believe General Electric Co. 

Mr. Laniean. And do you know when General Electric Co. disposed 
of its stock in Electric Bond & Share Co.? 
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Mr. Anpverson. I believe it was 1928 or 1929. 

Mr. Lanigan. Do you recall how that disposal was made ? 

Mr. Anperson. To the stockholders of General Electric Co. 

Mr. Lanican. So the stock in Electric Bond & Share went to the 
stockholders in the General Electric Co. 

Now, in the Comptroller General’s report on an analysis of one 
of the engineeering divisions—Il won’t go into that—he mentions 
that the kiectric Bond & Share Co. held controlling interests in 121 
operating utility companies prior to the time that the Holding Com. 
pany Act was passed, I believe, in 1935 or 1933. Were you aware 
of that 

i don’t want to cross-examine you, I just want to get the whole 
story. 

Mr. Anperson. I think Electric Bond & Share Co. had controlling 
interests in certain holding companies, American Power & Lighi, 
Electric Power & Light, and National Power & Light, which in 
turn owned public utility operating companies. 

Mr. Lanigan. We have discussed, I believe, five companies here. 
They are the Montana Power —- the Idaho Power Co., the Utah 
Power & Light Co., the Public Service Company of Colorado, and 
the Arizona Public Service Co. 

Do you know whether or not any of those companies were part 
of the Electric Bond & Share system ¢ 

Mr. ANDERSON. I would say all but one. 

Mr. Lanicgan. Which one was that ¢ 

Mr. ANpeRSON. ‘That was Colorado Public Service Co. 

Mr. Laniean. 1 think that Mr. Phillips mentioned that the Elee- 
trict Bond & Share Co. is in sort of a transition period, and because of 
an order to dispose of the stock of many of its subsidiaries. Could 
you tell us how the Electric Bond & Share Co. disposed of its stock 
in the subsidiaries it held, which it was compelled to give up ¢ 

Mr. ANperson, I am not too familiar with that to make any state- 
ment. 

Mr. Lanigan. You don’t know the details of that / 

Mr. Anperson. No, sir, 

Mr. Lanigan, And Ebasco Services, Inc., was formed, did you say, 
in— — 

Mr. ANDERSON. 1933, 

Mr. Lanican. And up until 1942 it serviced only companies in the 
Electric Bond & Share system; is that correct ¢ 

Mr. ANprerson. Yes, sir—without making any profit. 

Mr. Lanigan, And after that, it took on additional clients / 

Mr. Anperson. Yes, sir. 1 am sorry, 1 want to change that date 
to 1955, not 1933. 

Mr. Lanican, Does Electric Bond & Share Co. still perform sery- 
ices for the four companies that we named, other than Public Service 
Company of Colorado ¢ 

Mr. ANpEeRSON. You say Electric Bond & Share? 

Mr. LaniGan. Pardon me; I mean Ebasco Services. 

Mr. Anprrson. Ebasco Services renders services on request to those 
Rocky Mountain Power Co. groups. 

Mr. Lanican. Does it perform services for the Public Service Com- 
pany of Colorado ¢ 

Mr. ANperson. Yes, sir, 
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Mr. Laniean. It does? 

Mr. ANpDERSON. Yes, sir. 

Mr. Laniean. And that started after 1942? 

Mr. ANDERSON. Yes, sir. 

Mr. LanicAn. These presidents’ meetings we were discussing, they 
started when, do you recall ? 

Mr. Anperson. I don’t recall. I am not too familiar with them. 
As I have found out from ine record here, it is the 23d annual meeting. 
By subtracting 23 from 52, I would say probably somewhere around 
1929 or thereabouts. 

Mr. Lanican. Did you ever attend any of the Ebasco presidents’ 
meetings ? 

Mr. Anperson. No, sir; I had no occasion to attend. 

Mr. Lanigan. Did you ever have any occasion to make any arrange- 
ments for those meetings ? 

Mr. Anperson. No, sir. 

Mr. Lanican. Do you know in 1929 and up to the time that Ebasco 
Services diversified its clientele in 1942, whether only presidents of 
the subsidiary companies of Electric Bond & Share attended the 
Ebasco Co. presidents’ meetings ? 

Mr. Anperson. Iam not familiar with that at all. 

Mr. Lanigan. You can’t answer that? 

Mr. Anverson. No, sir. 

(Subsequent correspondence supplementary to the line of question- 
ing immediately preceding appears post as appendix V.) 

Mr. Lanican. That isall 1 have. 

Mr. Cuuporr. Do you have any questions? 

Mr. Knox. No. 

Mr. Cuuporr. The subcommittee will now adjourn until tomorrow 
morning, at 9: 30. 

Mr. Anpverson. Can I be excused ? 

Mr. Cuuporr. I don’t have any questions. Do you have any ques- 
tions ? 

Mr. Knox. I have nothing further. 

Mr. Cuuporr. You don’t have to come back. 

(Whereupon, at 12:10 p. m., the subcommittee recessed, to recon- 
vene at 9: 30a. m., Thursday, July 19, 1956.) 
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PRIVATE ELECTRIC UTILITIES’ ORGANIZED EFFORTS 
TO INFLUENCE THE SECRETARY OF THE INTERIOR 
(EBASCO SERVICES, INC., AND ROCKY MOUNTAIN 
GROUP) 


THURSDAY, JULY 19, 1956 


Hovse or REPRESENTATIVES, 
SUBCOMMITTEE ON Pusitic Works AND RESOURCES 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee, met, pursuant to adjournment, at 9:35 a. m., in 
room 362, Old House Office Building, Hon. Earl Chudoff (chairman 
of the subcommittee) presiding. 

Present: Representatives Chudoff (presiding), Hoffman, Knox, and 
Jonas. 

Also present: James A. Lanigan, subcommittee counsel; Arthur 
Perlman, staff director; and Miles Q. Romney, professional staff 
member. 

Mr. Cuuporr. The subcommittee will be in order. 

In accordance with my statement yesterday, the first order of busi- 
ness is to determine whether or not the minority had any objection to 
a series of letters which counsel for the subcommittee offered for the 
record yesterday. 

It was agreed between all the members of the subcommittee that the 
letters be turned over to the minority members for reading and deter- 
mining whether or not they had any objection to the offering of the 
letters in the record. 

Mr. Hoffman, do you have any objection ? 

Mr. Horrman. Mr. Knox and Mr. Jonas were speaking about that 
yesterday. My only objection is to the inclusion of a matter which 
does not seem to be relevant or pertinent to the issue, that is all. There 
is no question about identification or objections along that line. 

Mr. Jonas. I have the same position. I do not object to the method 
you suggest for identifying the letters instead of reading them here, 

ut my objection was more fundamental than that; namely, that it 
served no purpose to include all those letters in the record. You had 
ruled on that yesterday. 

Mr. Cuuporr. Yes. As I understand it, both you and Mr. Hoffman 
objected to the relevancy. I think Mr. Knox objected to their rele- 
vancy. At that time I ruled. If there is no further objection other 
than that, since that has already been ruled on, let tne letters appear 
in the record at the proper place. 

Mr. Jonas. You might put them in the appendix. 

Mr. Cuuporr. Well, at the proper place. 

125 











126 EFFORTS TO INFLUENCE SECRETARY OF THE INTERIOR 


I presume they will be in the appendix. 

Mr. Lanican. Mr. Chairman, I think for the sake of the record I 
had better identify the letters at this time, if you have no objection. 

Mr. Cuvporr. I understand you are going to identify them, give 
them a number, and then they will be in the appendix. 

Mr. Lanican. That is right, but by identifying them there won’t 
by any question later as to w vhat we are talking about. 

Mr. Cuuporr. You may proceed, 

Mr. Lantean. First is a letter dated September 26, 1952, addressed 
to Mr. Henry B. Sargent 

Mr. Horrman. Can’t you make a lump job of it? 

Mr. Laniean. I am willing to do that, sir. I just did not want to 
have any question later that these were the letters that we were actu- 
ally talking about. 

Mr. Horrman. You can put the whole bunch in as far as I am con- 
cerned, subject to objection as to their relevancy and pertinency. I 
don’t care. 

Mr. Cuvuporr. All he wanted to do was give the dates on the letters 
so there would not be any question. 

Mr. Lanican. The first one is a letter of September 26, 1952, ad- 
dressed to Mr. Henry B. Sargent, signed by Mr. C. N. Phillips. 

The second letter is a letter of "August 15, 1952, addressed to Mr. 
H. B. Sargent, signed by Mr. C. N. Phillips. The next letter is a let- 
ter of October 8, 1952, addressed to Mr. C. N. Phillips, signed “Henry” 
in handwriting. 

The next is a letter of Oc tober 17, 1952, addressed to Mr. H. B. 
Sargent, signed “C. N. Phillips.” 

Next is a letter of Nov ember 7 (, 1952, addressed to Mr. J. E. Corette, 
Jr., signed “C. N. Phillips.” Next is a letter of November 19, 1952, 
to Mr. W. W. Lyne h, signed by C. N. Phillips. 

Next is a letter of November 19, 1952, to Mr. C. E. Oakes, signed by 
C. N. Phillips. Next a letter of November 19, 1952, addressed to Mr. 
W. O. Turner, signed by C. N. Phillips. Next a letter of November 
20, 1952, addressed to Mr. J. T. Kimball, signed “C. N. Phillips.” 

Next a letter of November 20, 1952, iene to Allen A. P Smith, 
signed by C. N. Phillips. Next a letter of November 21, 1952, to Mr. 
H. B. Sargent, signed by C. N. Phillips. 

Next a letter of December 5, 1952, to Mr. H. B. Sargent, signed “C. 
N. Phillips.” Next is a letter of December 19, 1952, to Mr. Allen A. 
Smith, signed by C. N. Phillips. Next a letter of December 19, 1952, 
to Mr. H. F. Minnis, signed “C. N. Phillips. ” Next isa letter of Decem- 
ber 28, 1952, to Mr. C. H. Moses, signed ‘O.N. Phillips.” 

That completes the list of the letters. 

(For the letters referred to, see appendix VI.) 

(In spepapse to subpena, there were received from the files of Ebasco 
Service, Inc., copies of six speeches prepared for use during the 23d 
annual Ebasco presidents’ conference. These speeches appear post 
as ——— VII.) 

Cuuporr. The first witness this morning is Mr. Al Tudor. 

Would you come up, please, Mr. Tudor? 

Mr. Jonas. Mr. Chairman, before you start, I want to take 30 sec- 
onds. May I make one short statement ? 

Mr. CuuporF. Surely. 
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Mr. Jonas. In view of our colloquy yesterday concerning the change 
of procedure from that which was followed last year when we had 
those that complain about the Government’s power policy as witnesses 
in various places about the country, and in view of the fact that those 
witnesses were not sworn and the witnesses in this hearing are being 
sworn, I would like to read from the record made in San Francisco on 
September 12, 1955, which appears on page 416 of the published hear- 
ings, and I quote the following statement made by the chairman of 
this subcommittee : 

Mr. Cuvuporr. Certainly, if I had in the back of my mind any harm to Mr. 
Kruse, I would have asked him to put his hand on the Bible. * * * 

Mr. Kruse was a witness and was not sworn, and the comment that 
I have just read was made by the chairman of the subcommittee. 

Mr. Cuuporr. For the benefit of the record, we are going to have 
other witnesses, and every witness that is testifying in this particular 
set of hearings will be sworn, so we do not treat one as different from 
any other and there will not be any question. I believe that under the 
rules I have a right to determine whether I should swear them or not, 
and I just decided to swear these witnesses. 

Mr. Horrman. There is no objection on my part either way. I do 
not care whether you swear them or whether you do not. My only 
thought was the record should show that during those hearings in the 
West, as I recall, the ones who were making the complaints were not 
sworn. Asa matter of fact, statement after statement was put into 
the record when the witness did not appear and of course they were 
not sworn to. 

Mr. Cuuporr. I agree with you; we swore no witnesses on the 
midwestern trip. 

Mr. Horrman. You swore one. 

Mr. Cuuporr. One witness in Washington. We swore a witness 
who was an employee of 

Mr. Horrman. The Department of the Interior. 

Mr. Cuuporr. No; he was an employee of the staff of the Commit- 
tee on Appropriations. 

Mr. Jonas. A member of the Appropriations Committee staff? 

Mr. Cuuporr. That is right. That is the only witness who was 
sworn outside of the witnesses sworn in these hearings. 

Now Mr. Tudor, would you stand, please, and raise your right hand ? 
Do you solemnly swear that the testimony you are about to give before 
this subcommittee shall be the truth, the whole truth, and nothing but 
the truth, so help you God? 

Mr. Tupor. I do. 





TESTIMONY OF ALBERT F. TUDOR, ARIZONA PUBLIC SERVICE CO. 


Mr. Cuuporr. What is your full name? 

Mr. Tupor. Albert F. Tudor. 

Mr. Cuuporr. And where do you live? 

Mr. Tupor. Phoenix, Ariz. 

Mr. Crruporr. Would you proceed, Mr. Lanigan ? 

Mr. Lanican. Could you give us your address, please. 

Mr. Tupor. 1651 East Robey, Phoenix, Ariz. 

Mr. Lanican. And where are you employed at the present time? 
Mr. Tupor. Arizona Public Service Co. 
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Mr. Lanican. Were you employed there in the latter part of 1952? 

Mr. Tupor. Yes; I have been there since 1943. 

Mr. Laniean. Are you duties at the present time different from 
those that you had in 1952? 

Mr. Tupor. Yes; they are. 

Mr. Laniaan. Could you tell us what your duties were in the latter 
part of 1952? 

Mr. Tupor. I was publicity man for the company. 

Mr. Lantgan. When you say you were “publicity man,” were you 
in charge of any division ? 

Mr. Tupor. No. In 1952I was publicity man in the sales and adver- 
tising department. 

Mr. Lanican. What does publicity man mean? 

Mr. Tupor. Well, I took pictures and wrote up news and feature 
stories of company operations for newspaper and radio, for public 
information purposes. 

Mr. Laniean. And you handled the public-relations business affairs 
of the company at that time? 

Mr. Lanican. No, I did not. 

Mr. Lanican. You were in the nature of a photographer? 

Mr. Tupor. Photographer and a writer. 

Mr. Lanitgan. And who were you responsible to? 

Mr. Tupor. At that time I was responsible to—in 1952 I believe 
Bert Smith, who was head of the sales and advertising department. 

Mr. Lanitcan. What are your present duties? 

Mr. Tupor. I am public information manager responsible for sales, 
advertising, publicity, publications. 

Mr. Lanigan. Was there a public-information manager in 1952? 

Mr. Tupor. No; there was not. 

Mr. Laniean. That has been a position that has been created since 
that time? 

Mr. Tupor. Yes, sir. 

Mr. Laniean. And how do your duties differ from those that you 
had in 1952? 

Mr. Tupor. Well, I have pee responsibility now over sales, ad- 
vertising, and publicity work. 

Mr. Lanican. In the latter part of 1952, were you responsible also 
to Mr. Don Willis? 

Mr. Tupor. Yes, I was through Mr. Smith. 

Mr. Lanican. Who was Mr. Don Willis? Could you tell us that? 

Mr. Tupor. Don Willis in 1952, I believe, was general sales manager. 

Mr. Lanican. What type of training have you had? Are you an 
engineer ¢ 

Mr. Tupor. No, I am not an engineer. 

Mr. Lanigan. What type of training have you had? 

Mr. Tupor. Well, I have had no special training, if you mean formal 
educational training. I have done a lot of writing and have worked 
in high school, edited papers in college. I edited our school paper, 
did free-lance writing after I got out of school for a while and was 
a correspondent with a couple of different papers back East. 

Mr. Lanican. What position did you hold just before you came to 
the Arizona Public Service Co.? 

Mr. Tupor. I was roadway timekeeper for the New York, New 
Haven & Hartford Railroad. 
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Mr. Laniean. Where was that, back East? 

Mr. Tupor. Yes, sir. I worked out of Bridgeport, Conn., at that 
time. 

Mr. Lanican. Mr. Romney, would you show Mr. Tudor the original 
booklet ? 

You have before you what we have designated as the original book- 
let of the two booklets on the Federal power program which we have 
been discussing at these hearings. Could you tell me when you first 
saw a copy of that booklet? 

Mr. Tupor. I do not know when it was, I could not say when it was. 
Some time in 1952, I believe. 

Mr. Laniean. Was it the latter part of 1952? 

Mr. Tupor: Probably the latter part of 1952. I am not sure. 

Mr. Lanitcan. What was the occasion for seeing it at that time? 

Mr. Tupor. Mr. John Kimball gave me a copy of the book and asked 
me to give him my reactions to it. 

Mr. Lantcan. Who was Mr. John Kimball? 

Mr. Tupor. Mr. Kimball was vice president in charge of sales at 
the time. 

Mr. Lanican. What did you do when he gave the book to you? 

Mr. Tupor. I took it home that evening and read it. 

Mr. Lanican. What did you say? 

Mr. Tupor. I took the book home that evening and read it. 

Mr. LaniGan. Was it in the form that you see it now? 

Mr. Tupor. It was in the form I see it now, yes. 

Mr. Lanitean. And it had the red covers on it? 

Mr. Tupor. Yes, it did. 

Mr. LAniGAN. Did you understand you were reviewing it for the 
purpose of suggesting any revisions in it or just to get your general 
views on it? 

Mr. Tupor. I suppose just to get my reactions to it. 

Mr. Laniean. What did you report back to Mr. Kimball ? 

Mr. Tupor. I told Mr. Kimball that if it were going to top level 
people that had something to do about the Federal power policy, about 
shaping it, I thought it was a very good booklet. I thought if it were 
for general distribution to the average public that I did not think it 
was a very good book. 

Mr. Lanican. Did you understand at that time that it was designed 
to go to the policy people in the Government ? 

Mr. Tupor. Mr. Kimball mentioned that it was to be presented to 
the Department of the Interior, yes. 

Mr. Lantcan. Did you go over the text at that time? 

Mr. Tupor. Yes, I did, I read it. 

Mr. Laniean. Did you approve of the views expressed in the text 
at that time regarding the socialistic approach and other such material 
in the text? 

Mr. Tupor. I approved of the text then and I approve of it now. 

Mr. Horrman. What is the answer? 

A little louder. 

Mr. Tupor. I did approve of it then and I approve of it now. 

Mr. Lanican. Was that in accordance with the propaganda that 
the Arizona Public Service Co. had been putting out regarding the 
Federal power program? ' ; 
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Mr. Horrman. What do you mean by propaganda? I would like to 
have you define that if you will. I donot know just what you mean by 
propaganda. 

Mr. Cuvporr. I presume that you mean by propaganda, Mr. Lani- 
gan, certain advertisements, pamphlets, and other things given to the 
consumers of power in Arizona either by newspapers, billboards, 
magazines, or by direct postal distribution. 

Mr. Laniean. I am just using Mr. Tudor’s own word, actually. I 
was just going to refer to a memorandum of November 26 which he 
had addressed to Mr. Don Willis, and signed by Mr. Tudor. Would 
you show Mr. Tudor a copy of that? Do you recognize that memo- 
randum addressed to Don Willis and signed by Al Tudor, which you 
have before you? 

Mr. Tupor. Yes, sir, I wrote the original to Don. 

Mr. LANIcAN. I notice that is dated November 26 and no year is 
given. Could you tell us what year that was written ? 

Mr. Tupor. It was probably 1952, I imagine. 

Mr. Jonas. Mr. Chairman, may I interrupt to ask a question? 

Mr. Cuuporr. Yes, sir. 

Mr. Jonas. It probably should be directed to Mr. Lanigan. Is this 
in the nature of an interoffice memorandum ? 

Mr. Laniaan. I think you had better ask Mr. Tudor that. 

Mr. Jonas. You have already asked him. You spent one whole 
day with him. You know all about this letter. What is it? 

Mr. Lanican. I have never talked to him. 

Mr. Jonas. Mr. Perlman, you must have known what it was, or 
you would not have mimeographed it. 

Mr. Cuuporr. I ordered the staff to mimeograph as many letters 
as they possibly could so that every member of the committee could 
have one and members of the press and other interested parties. 

Mr. Jonas. May I ask him one question? Is this in the nature of 
an interoffice memorandum from you to a superior officer ? 

Mr. Tupvor. It was not a formal interoffice memo. 

Mr. Jonas. Who is Willis? 

Mr. Tupor. Mr. Willis was general sales manager at that time. He 
was second above me at that time. 

Mr. Jonas. Well, he was an officer in the company for whom you 
worked ? 

Mr. Tupor. He was not an officer of the company at that time; no, 
sir. 

Mr. Jonas. Well, was he your superior? 

Mr. Tupor. Yes. ' 

Mr. Jonas. What office did he occupy ? 

Mr. Tupor. General sales manager. 

Mr. Jonas. And he was in the same company that you worked 
with? 

Mr. Tupor. Yes, sir. 

Mr. Jonas. And his position was generally superior to that of 
yours? 

Mr. Tupor. Yes, sir. 

Mr. Jonas. This was an informal note to him from you? 

Mr. Tupor. That is right. 

Mr. Jonas. I submit, Mr. Chairman, that that would not be com- 
petent evidence. It is an invasion of the private rights of individuals. 
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It was not directed to anyone outside the officials of the company. I 
have not even read it, but I do not think we ought to invade the pri- 
vate rights of indiv iduals this w ay. 

Mr. Cuuporr. I do not see where it invades anybody’s private 
rights. First of all, there is no crime committed here. If this was a 
crime and it was evidence of a crime, why perhaps Mr. Tudor would 
have the benefit of the protection of the fifth amendment. It might 
be a new way of using it. 

Mr. Tuvor. I do not need it. 

Mr. Cuuporr. I just read the letter, as a matter of fact; and it seems 
to me that this shows a course of conduct on the part of the company 
to send propaganda to people for the purpose of inf fluencing the power 
yolicies of the United States. I cannot see anything confidential in 
relationship here or any privilege that could be claimed under the 
law. 

[ think I am pretty well familiar with the law of privilege. I think 
the question of privilege came up before at some of our hearings and 
I think I sustained ie of the objections on the ground of privilege. 

Mr. Jonas. I think the ones that were sustained were no clearer 
cases justifying sustention than this one. This was not a letter di- 
rected to anybody outside the company. It isa memorandum between 
officials or employees of the same company within their own office, and 
[ do not think that kind of material is competent or that hist com- 
mittee should parade infor mation of that sort on the record. 

Mr. Horrman. I can see, Mr. pia where if counsel claims 
there is a criminal conspiracy, I can see whv it would be competent, 
I mean I understand that is your claim, to influence the Department of 
the Interior, and if that was the-—— 

Mr. Cuvuporr. Mr. Hoffman, I have said this before and I am going 
tosay thisagain. Thisisnotacourt. Thisisa factfinding body. We 
cannot charge anybody with a crime. The most that a congressional 
committee can do is send the record to the Department of Justice and 
have the Attorney General determine whether the laws of the United 
States have been violated. But this is only a factfinding body and I 
cannot see anything privileged in this instance. I think that you have 
raised a very nice question ; but after thinking it over very carefully, I 

cannot see any reason why this letter should be excluded from ‘the 
record. 

Mr. Jonas. If the committee permits the introduction of informa- 
tion of this nature, you would have the same right to introduce into 
the record any confidential memorandum that passed between 2 officers 
of 1 company 

Mr. Cuuporr. These are not officers. They are both employees of a 
company, and it shows a communication between two employ ees of a 
public-utility body. Certainly, if there is ever an organization that 
should work by an open book, it is a public-utility company, because 
it gets a franchise, a monopoly franchise from the State that it 
operates in, and I think that everyone is entitled to know what it is 
doing, why it is doing it, how it is doing it, and what it intends to 
accomplish in the future. I can’t see anything wrong with this. 

Mr. Jonas. I would just like to comment on that. That is so fan- 
tastic as to be almost unbelievable. The Federal Government has no 
control over or responsibility for what the State of Arizona does with 
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respect to the utilities that operate in that State. We have a govern- 
ment of dual sovereignty, and we are not the guardians of the situation 
in Arizona even if something is wrong with it. That is up to the State 
of Arizona. 

Mr. Cuvuporr. There is an assertion in this letter ; it says: 

Anxiously awaiting the inauguration of the new administration; people might 
become a bit confused and maybe a little annoyed at us. If they have been 
following our propaganda, they know we've bitterly assailed the Fair Deal 
tendency toward collectivism— 

Everybody knows the Fair Deal means the Truman administration. 

Mr. Horrman. Was it a crime to oppose the Fair Deal ? 

Mr. Cuuporr. That is what I am trying to make you understand. 
You have been accusing me of prejudging people as guilty and of 
charging people with a crime. I have not charged anybody with 
a crime, and this committee has no right to determine whether or not 
a crime has been committed. That is for the Department of Justice. 
All we have a right to do is listen to the facts, and after hearing the 
facts we write a report to the Congress. If you do not agree with 
the majority report, you have a right to join in with the minority 
report; you have a right to write a separate report; you have the 
right to make any comment you want on the facts. 

Mr. Horrman. You say “facts.” Facts about what? 

Mr. Cuuporr. We are trying to determine from the facts heard in 
accordance with the recommendation in our majority report, whether 
or not there has been a concerted effort on the part of these Rocky 
Mountain States’ power companies to change the power policy of the 
United States. 

Mr. Horrman. Well, I guess that will be admitted. That is appar- 
ent on the face of the record. I would think the question would be 
whether the effort was improper or criminal. 

Mr. Jonas. My objection goes to a more fundamental point than 
that. I just question the right of this committee to put into the record 
the private correspondence of one official of a company to another 
official of that same company. It is obvious from the letter and from 
the excerpts that you have read that it does not deal with the question 
you say we are investigating. It is a personal note in the nature of a 
chatty letter from one member of a firm to another, and I do not think 
that is the sort of thing that this committee has any moral or legal right 
to put into a record of this sort. You might just as well put any letter 
from this man to his wife or to any friend. 

Mr. Cuuporr. Mr. Jones, you are certainly stretching it. I want to 
say this to you. I have been a member of the bar of Pennsylvania for 
almost 25 years, and I tried many, many civil and criminal cases. 
I cannot see any reason in the law why, if somebody were suing the 
Philadelphia Electric Co. or the Pennsylvania Power Co., he would 
not have a right to subpena this type of letter in the files of the com- 
pany if he knew the letter existed. I know it would be admitted in 
evidence, and I cannot see any reason why it should not be. There- 
fore, Lam going to overrule your objection. 

Mr. Horrman. May I make just one brief remark. My point is 
this: Assuming that the power companies and their employees were 
resentful because of the New Deal or the Fair Deal policies on power, 
and that they wanted to make a change and they did everything they 
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could toward that end, isn’t the question here whether they did some- 
thing that was criminal or improper? Isn’t that the issue? 

Mr. Cuuvorr. No. There is no criminal issue here, and I do not 
think we are trying to make a criminal issue. 

Mr. Horrman. Then you must contend that it was improper, because 
certainly they had a right to follow what political or economic policy 
they wanted and to present their views to the Department and to who- 
ever else would listen. 

Mr. Cuvuporr. I think you have said that about 10 times since we 
started the hearings. I would like to get along with the witness, Mr. 
Hoffman. 

Mr. Horrman. I would like to have you tell us just what the issue is. 

Mr. Jonas. One reason I have objected to it, I have had a chance 
to look at the letter now, he says, “I know that there are bad apples in 
the Republican barrel, too.” I do not think that is a proper comment 
to go into the record, since it is obviously untrue. 

Mr. Cuvuporr. Well, I think that in the history of the United States 
since the Republican Party, the Democratic Party, the Whig Party, 
the Federalist Party, were all founded, the Federalists have called the 
Federalists names, the Republicans have called Republicans names, 
the Democrats have called Democrats names, and I do not think you are 
ever going to get anybody to agree that there are no bad apples in their 
own barrel. I don’t think that is the issue. I think the issue is the 
paragraph before that, and I am going to admit it in the record. 

Mr. Jonas. The entire letter ? 

Mr. Cuvuporr. Yes; the entire letter. 

Mr. Tupor. Mr. Chudoff, you said this was a discussion between two 
people. This is not a discussion. This is my own private opinion. 
We did not sit down and discuss anything. The way you said the 
word “propaganda” it seemed to be kind of a dirty word. Propaganda 
is public information, anything that you put out, whether it is good 
or bad. Propaganda is not necessarily something that is evil. 

Mr. Cuvporr. Then I take it, Mr. Tudor, your definition of propa- 
ganda is public information ? : 

Mr. Tupor. Yes, sir. 

Mr. Cuvuporr. For the purpose of influencing the public? 

Mr. Tupor. That is right. 

Mr. Cuvuporr. I will go along with that. 

Mr. Tupor. For the purpose of informing. 

Mr. Cuuporr. I did not mean it in the form of a dirty word. May- 
be my voice inflection did not please you, but I apologize if it did not. 

Will you proceed, Mr. Lanigan ? ; 

(The letter is as follows :) 
NOVEMBER 26. 

Don WItuIs: Before I go ahead and order Turn on the Light, I thought I’d 


better bring to your attention the fact that to cover the groups mentioned by 
aT mean an outlay of at least $1,200. Personally, I don’t think it is 
worth it. 

The booklet states the industry’s story simply, clearly, and concisely. The 
only thing I can find wrong with it is that it is coming out exactly 1 month late. 
This is the type of thing we’ve been pounding on for years—all pointed toward 
the New Deal and finally the Fair Deal; it would have been a fitting climax to 
our efforts to have sent this booklet to Arizona homes late in October. Then 
folks would have had one more reason to oust the incumbents. 
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But we must remember that they did oust them. And every day that brings 
us closer to January means that much stronger is the tendency to regard the 
“Government” as the incoming rather than the outgoing administration. To all 
intents and purposes, people even right now regard the Government as centered 
around Ike. Even if we were to order these books today, we could not possibly 
get them into Arizona homes much before the tail end of December. 

Anxiously awaiting the inauguration of the new administration, people might 
become a bit confused and maybe a little annoyed at us. If they have been fol- 
lowing our propaganda, they know we've bitterly assailed the Fair Deal tendency 
toward collectivism; and here we come pointing the accusing finger (complete 
with charges of “socialistic’) at the Government (which I’m pretty certain will 
be interpreted as Ike), even before it has a chance to show which direction it’s 
pointing. 

I’m not blind to the continued need for such a book. I know that there are 
bad apples in the Republican barrel, too. I know that we must keep a sharp eye 
on our new administration and its policies. But I don’t think this book will do 
it, the timing is too far off. 

I think we should do more cogitating before we spent $1,200 like this. If we’re 
already under obligation to take a thousand, I’d vote for sending them a check 
for $220 and tucking them safely in the closet for a few months. If we’ve made 
no commitment, but have a sense of duty to think about, we could order a few 
hundred. 

There is apparently no deadline to “get in on a price deal.” The December 1 
date is when they are going to release it nationally. 

(Signed) At Tupor. 

Mr. Lanican. I think I had asked, when the question was raised 
about the use of the word “propaganda,” whether this red booklet was 
in accordance with the propaganda of the Arizona Public Service Co. 
which it had been putting out for some years? 

Mr. Tuvor. This red book was in accordance with our philosophy 
regarding the Federal power policy, yes, sir. 

Mr. Lanigan. Was it in accordance with the propaganda that you 
have been putting that out? 

Mr. Tupor. Yes, it was. 

Mr. Lanican. In other words, you had been putting out statements 
that the Federal power program is socialistic, your company has been 
doing that? 

Mr. Tuvor. We have been trying to advance the theory of private 
enterprise and trying to keep the Government out of business when- 
ever and wherever a private company is willing and able to do to carry 
cn such things. 

Mr. Lanican. I notice in this letter you say—and this I might say 
refers to the booklet, Turn on the Light, which also came out at ap- 
proximately the same time—you say you have— 





bitterly assailed the Fair Deal tendency toward collectivism; and here we come 
pointing the accusing finger (complete with charges of “‘Socialistic”) at the Gov- 
ernment * * * 

How had the Arizona Public Service Co. been assailing the Fair 
Deal ? 

Mr. Tupor. Primarily within ourselves, within our own conversa- 
tion and our own educational work, within the company. 

Mr. Lanican. When you say, “within the company,” had you been 
sending out any information to the employees of the company ? 

Mr. Tupor. We had mentioned the private and public power ques- 
tion in our employee publication and probably in some other pieces 
that we sent to employees, yes, sir. 

Mr. Lanican. Who had originated this material that had been 
sent out to the employees ? 
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Mr. Tupor. By originating do you mean who put it in final form ? 

Mr. Lanican. Yes. 

Mr. Tupor. I probably had a hand in a good part of that. 

Mr. Lanican. Were you doing this under instructions of the offi- 

cials of the company, your superiors ¢ 

Mr. Tupor. No; I was not doing it under their instructions. I did 
it with their knowldege and with their approval. 

Mr. Laniean. Had the company been doing any advertising or put- 
ting out any publications which attacked the Federal power program 
as it existed at that time? 

Mr. Tupor. I do not believe that we had put out any publications as 
of 1952. As far as our advertising, we may have run an ad or two 
on that subject. 

Mr. Lanigan. Do you recall any ads that you put out? 

Mr. Tupor. No;I donot. I had nothing to do with advertising at 
that time. 

Mr. Laniean. Do you know whether or not the company was one of 
those who contributed to the National Association of Electric Com- 
panies or the ECAP advertising campaign ? 

Mr. Tupor. I believe that we were a member of both those organiza- 
tions in 1952. 

Mr. Lanigan. Had those programs been assailing the “Fair Deal 
tendency toward collectivism” ? 

Mr. Tupor. I believe they had. 

Mr. Lanigan. Do you know where those programs originated ? 

Mr. Tupor. No, sir; I have no idea where they originated. 

Mr. Laniaan. Did any of the material supplied by those programs 
come to your office ? 

Mr. Tupor. Oh, yes. 

Mr. Lanican. Was any of that used in your advertising ? 

Mr. Tupor. It was probably used as a basis for some opinions and 
making some statements, 

Mr. Laniean. I notice you say here that you—of course this other 
booklet has charges of “socialistic.” 

Do you regard : say the operations of the Hoover Dam as socialistic? 

Mr. Tupor. Of Hoover Dam itself? 

Mr. Laniean. Yes. 

Mr. Tupor. No, sir. 

Mr. Lanigan. And the electrical production ? 

Mr. Tupor. No, sir. 

Mr. Lanigan. Why not? 

Mr. Tupor. When I speak of socialistic, I mean going beyond the 
thing, when they build and operate their transmission lines, when 
they distribute, when the Government or a Government agency dis- 
tributes electricity, that is what I mean by socialistic and the tendency 
toward socialism. 

Mr. Laniean. You realize that the Flood Control Act of 1944 states 
that the Secretary of the Interior shall dispose of and transmit the 
electricity generated at Government dams. Are you familiar with 
that law? 

Mr. Tupor. Yes, somewhat. I am not too familiar with it. 

Mr. Lanican. So in transmitting electricity, the Government offi- 
clals were carrying out the mandate of the law; isn’t that correct ? 

Mr. Tupor. I guess so. 
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Mr. Horrman. Just a moment. You do not contend that he does 
not have the right to oppose the law, do you, and ask for another law 
and a different law? Just because you enact a law that in your opin- 
ion is a good law and provides for socializing the Government, you 
don’t contend that he does not have a right to object and do what he 
can to get it repealed; do you? 

Mr. Lanican. I am not making—— 

Mr. Horrman. Yes, you are. You are putting him on the stand 
and cross-examining him as to his political belief and over in the 
House the members of your party are yelling their heads off because 
you inquire what a man thinks and why. 

Mr. Cuunorr. I do not think counsel is trying to cross-examine the 
witness about his political beliefs. I do not think he is trying to argue 
his right to differ with the Government, his right of free speech, his 
right to criticize. 

I think what he is trying to do is find out what Mr. Tudor meant 
by these words in this letter, “collectivism” and “propaganda.” I 
think that we ought to know what he meant by that, because they are 
rather big words. I do not understand some of them myself. 

The word “collectivism” on its face means nothing to me unless they 
explained what they meant by it in this publication. 

Mr. Jonas. Mr. Chairman, I object to the former question and 
move that it be stricken because counsel misstated the law as it is con- 
tained in the Flood Control Act of 1944 and upon the basis of that 
misstatement the witness responded. I do not think counsel ought to 
partially quote a statute and make inquiry as to the witness ‘based 
upon what I consider was an erroneous statement of the law as con- 
tained in the Flood Control Act of 1944. Mr. Lanigan knows better 
than any man in this room that the act he speaks of said that the 
Department could transmit only a particular bit of energy, and the 
way he asked the question and the way he referred to the law, the 
witness or any witness could have assumed that the law says or author- 
izes the full and complete transmission of all electric energy generated 
at a Federal plant, and it does not do that. 

Mr. Cxruporr. I do not think Mr. Lanigan meant that by his ques- 
tion. I think the Flood Control Act provides that they can transmit 
electricity under certain 

Mr. Jonas. Only under certain circumstances, but he did not say 
that in asking the question of the witness. 

Mr. Cuvuporr. Since we have got this all over the record let’s get the 
law straight. Mr. Lanigan, I believe that the committee has enough 
faith in you to know that you know what the Flood Control Act pro- 
vides. Would you state what it does provide? 

Mr. Jonas. I object to that. If you are going to state the law, let’s 
get the law and read what the words say and not what Mr. Lanigan 
says. 

Mr. Cuvuporr. Mr. Romney, would you get the United States Code 
so we can read section 5 of the Flood Control Act of 1944? 

Mr. Jonas. I think he misquoted it in his question to this witness. 

Mr. LAntcan. Could we go off the record a moment ? 

( Discussion off the record.) 

Mr. Cuvporr. Mr. Jonas, do you want me to read for the record 
section 5 of the Flood Control Act of 1944—which contains the pref- 
erence clause. 
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Mr. Jonas. If the witness is going to be questioned about it. 

Mr. Cuvuporr. This is the Flood Control Act of 1944, section 5: 

Electric power and energy generated at reservoir projects under the control of 
the War Department and in the opinion of the Secretary of War not required in 
the operation of such projects shall be delivered to the Secretary of the Interior 
who shall transmit and dispose of such power and energy in such manner as to 
encourage the most widespread use thereof at the lowest possible rates to con- 
sumers consistent with sound business principles, the rate schedules to become 
effective on confirmation and approval by the Federal Power Commission. Rate 
schedules shall be drawn having regard to the recovery (upon the basis of the 
application of such rate schedules to the capacity of the electric facilities of the 
projects) of the cost of producing and transmitting such electrical energy, includ- 
ing the amortization of the capital investment allocated to power over a reason- 
able period of years. Preference in the sale of such power and energy shall be 
given to public bodies and cooperatives. The Secretary of the Interior is author- 
ized, from funds to be appropriated by the Congress, to construct or acquire, by 
purchase or other agreement, only such transmission lines and related facilities 
as may be necessary in order to make the power and energy generated at said 
projects available in wholesale quantities for sale on fair and reasonable terms 
and conditions to facilities owned by the Federal Government, public bodies, coop- 
eratives, and privately owned companies. All moneys received from such sales 
shall be deposited in the Treasury of the United States as miscellaneous receipts 
(58 Stat. 890) (16 U.S. C. 825s). 

Now do you want to proceed with your questioning, Mr. Lanigan? 

Mr. Lanican. An objection has been made to a question which I 
had asked and which had not been answered. 

Mr. Jonas. I move that that be stricken out and we start over, now 
that we all know what the Flood Control Act says. 

Mr. Cuuporr. I am not going to allow it to be stricken. I think, 
since the controversy came up, that it ought to stay in the record, but 
would you rephrase your question in view of the fact that I have 
read the law to the witness, so that there won’t be any question about 
what you mean and what he means. 

Mr. Horrman. I want to put on the further objection that the ques- 
tion is not relevant and that the committee has no right to inquire into 
his belief. He is not an officer of the company, he cannot in any 
way bind the company even if he was acting for it. 

Mr. Cuvporr. He contributes to company policy by being requested 
by his superiors for comments on things they are going to do. 

Mr. Horrman. And you are getting over into the field of his political 
or economic beliefs, and in a way criticizing him for it. 

Mr. Cuuporr. Iam notcriticizing him. Hecan believe anything he 
wants politically, and I will be one of the first fellows to fight for his 
right to do that. 

Mr. Jonas. I believe we can all assume it will be criticized when the 
majority report is filed. 

Mr. Tupor. There is not much doubt about that. 

Mr. Cuuporr. Well, let’s proceed. 

Mr. Lanican. I had asked your views on power produced at Hoover 
Dam I believe. 

Will you repeat that 

Mr. Tupor. Will I repeat what? 

Mr. Laniean. I had asked if you thought the operations at the 
Hoover Dam and the powerplants there were a socialistic operation, 
and I think you had answered that. Will you repeat what you said ? 

Mr. Tupor. I said no. 

Mr. Lantean. And will you tell us why? 
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Mr. Tupor. Because I believe that Hoover Dam is necessary to our 
part of the country, and I believe that the private companies working 
along with various Government agencies, the Federal Government and 
others, are doing a good job of getting power from that dam to the 
areas where it is needed. My beliefs in socialism go over to where the 
Federal Government or any Government agency steps in and does that 
job that investor-owned utility companies are ready and willing and 
able to do. 

Mr. Jonas. Mr. Chairman, I have got to object again, and I want this 
objection on the record. 

Mr. Cuuporr. Everything you say is on the 1 recor d, Mr. Jonas. 

Mr. Jonas. We are now delving into this man’s beliefs, and I have 
read more criticism of congressional committees undertaking to 
investigate a man’s beliefs in the last 6 months than I have in my 
entire life. I thought it was pretty generally understood by all 
Members of Congress that we did not have the Tight to inquire into 
a man’s personal beliefs. 

Mr. Cuuporr. You mean only the Un-American Activities Com- 
mittee has a right to do that? 

Mr. Jonas. I do not know whether they have a right to do that 
or not. 

Mr. Horrman. Only when it is criminal, that is all. Only when 
the thing they advocate is contrary to law. 

Mr. Jonas. I don’t think this committee has any right to inquire 
into this man’s beliefs about what is socialism and what is not social- 
ism. 

Mr. Cuuporr. I want to say this to you. What this committee is 
trying to find out by this line of questioning is this: In most of these 
letters and in the two books entitled “The Federal Power Program, 
Its Background, Growth and C onsequences,’ ” both the original edition 
and revised edition, the word “socialistic” is used many times, and in 
this letter the word “socialistic” is used in paragraph No. 4. All we 
are trying to find out is what they mean by the word socialistic.” 

I have no quarrel with Mr. Tudor saying that he does not believe in 
the Federal power policy. He has ther ight to say that it is socialistic, 
but we want to know what he means when he calls it socialistic. 

Mr. Jonas. That is my point. It is none of our business what he 
means by it. You said we were a fact finding body; and if the word 
“socialism” is used 10 times in the book, it will be so disclosed when 
the book appears in the record. 

My objection is that it is none of our business whether he thinks 
something is socialistic or not, and we ought not to inquire into a 
man’s beliefs or why he has them on a matter of that sort. 

Mr. Cuuporr. We are not inquiring into his beliefs. We want to 
know what he means by the word “socialistic.” We want him to 
describe what in his opinion “socialism,” “socialistic,” or “collectiv- 
ism” is. 

Mr. Jonas. He did not write the book. 

Mr. Cuvuporr. He wrote a letter. 

Mr. Jonas. That is quite different, that is a personal note to his 
superior. 

Mr. Cruporr (reading) : 


* * * If they have been following our propaganda, they know we've bitterly 
assailed the Fair Deal tendency toward collectivism; and here we come point- 
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ing the accusing finger (complete with charges of “socialistic’) at the Govern- 
ment * * * 

We will note your objections on the record, Mr. Jonas. 

Will you proceed, Mr. Lanigan ? 

Mr. Lanican. Is it your view—— 

Mr. Jonas. Tbelieve that I will appeal from the ruling of the 
chairman and ask for a rollcall on that. 

Mr. CuupDorr. Now would you state exactly what you are appeal- 
ing from ? 

Mr. Jonas. I am appealing from your overruling my objection to 
inquiring into this man’s personal beliefs. 

Mr. Horrman. Economic and political. 

Mr. Cuvuporr. I did not exactly overrule you on that. 

Mr. Jonas. That is what I objected to. 

Mr. Cuuporr. I have said on a number of occasions we have no 
quarrel with this man’s beliefs. I don’t care if he is a Communist. 

Mr. Horrman. What business is it of the committee what he 
believes ? 

Mr. Cuuporr. I have nothing personal against this man, and cer- 
tainly I will protect every right I think he “has under the law. But 
what we are trying to find out from this witness is what he means 
by the word “soci alistic.” 

He may not even believe in that word “socialistic,” I don’t know. 
When he uses it in the letter I think we are entitled to know what he 
means by it. 

Mr. Jonas. He did not use the word “socialistic” in the first place, 
and you keep referring to the use of that word when it does not even 
appear in the letter so far as I have been able to see. 

Mr. Cuuporr. Oh, yes, it is in paragraph 4 down about the sixth 
sentence the word “socialistic.” 

Mr. Tupor. That is in quotes. 

Mr. Jonas. In quotations. You have not made that clear. 

Mr. Cuuporr. Let’s have a vote on it and get the thing straight. 
Mr. Hoffman, Mr. Jonas has appealed from my ruling that the 
witness must answer the question as to what he means by the word 
“socialistic,” not that he is not allowed to believe in socialism if he 
wants to. 

Mr. Horrman. He is challenging the authority of the committee 
and you are ruling that the committee has authority to inquire into 
this man’s political and economic beliefs. 

Mr. Cuvuporr. I have ruled that he has to answer the question. 

Mr. Horrman. You want to know how I vote? 

Mr. Cuuporr. Yes. 

Mr. Horrman. I vote with Jonas. 

Mr. Cuuporr. You have to vote either “Yes” or “No.” I will state 
the question. Is the chairman within his rights in asking an answer 
to the question objected to? 

If you think I am within my rights say “Yes.’ 

Mr. Horrman. I vote that the ruling was arbitrary, unsound, and 
several other words that you can put in there. 

Mr. Cuvuporr. Would you either vote “Yes” or “No. 
Mr. Horrman. I vote in favor of 
Mr. Cuvuporr. You vote “No.” 
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Mr. Horrman. I vote against your ruling; yes. 

Mr. Cuuporr. Now Mr. Jonas? 

Mr. Jonas. No. 

Mr. Cuuporr. Mr. Knox? 

Mr. Knox. No. 

Mr. Cuuporr. All right, Mr. Jones by proxy, yes; Mr. Fascell by 
proxy, yes; Mr. Mollohan by proxy, yes; Mr. Dawson by proxy, yes. 

Now will you answer the question please? 

Mr. Jonas. May I see those proxies? 

Mr. Cuuporr. Yes. 

Mr. Horrman. And when were they dated? You sure did not get 
them on this question. 

Mr. Jonas. One of them is not even dated and I move that that be 
stricken, and another one is not dated. Three of them are not dated. 

Mr. Cruporr. I did not even notice they were not dated. 

Mr. Jonas. You have only 3 votes and we have 3. You have 2 votes 
and we have 3. 

Mr. Cuuporr. I cast my own vote. Of course it is a tie. 

Mr. Jonas. The motion is sustained. 

Mr. Cuuporr. The motion is defeated. You have to carry it. 

Mr. Horrman. I appeal from that one. 

I appeal from the decision of the Chair and I demand a rollcall on 
that. You cannot vote on that one. 

Mr. Cuuporr. If you are going to hamstring me that way I can 
vote on that one, certainly I can. 

Mr. Jonas. You can’t vote on an appeal from your own ruling. 
That would be a strange doctrine that you never learned in any law 
school. 

Mr. Cuuporr. How can you appeal from the ruling of the Chair 
on a vote on a motion that was defeated? We have 3 to 3. 

Mr. Horrman. I move the previous question on my appeal. 

(Discussion off the record. ) 

Mr. Cuvuporr. The subcommittee is adjourned until tomorrow morn- 
ing at 10 o’clock. 

(W hereupon, at 10:30 a. m., the committee was adjourned, to re- 
convene at 10 a. m., Friday, July 20, 1956.) 
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PRIVATE ELECTRIC UTILITIES’ ORGANIZED EFFORTS 
TO INFLUENCE THE SECRETARY OF THE INTERIOR 
(EBASCO SERVICES, INC., AND ROCKY MOUNTAIN 


GROUP) 


FRIDAY, JULY 20, 1956 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON Pupsiic Works AND RESOURCES 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to adjournment, at 11:20 a. m., in 
room 362, Old House Office Building, Hon. Earl Chudoff (chairman 
of the subcommittee) presiding. 

Present: Representatives Chudoff, presiding, Moss, Hoffman, 
Knox, and Jonas. 

Also present: James A. Lanigan, subcommittee counsel ; Arthur 
Perlman, staff director, and Miles Q. Romney, professional staff 
member. 

Mr. Cuuporr. The subcommittee will be in order. Are you ready, 
Mr. Hoffman? Mr. Jonas? 

Before we start asking questions this morning, I have in my posses- 
sion the official proxy form of general proxy which is used under 
the rules of the House Committee on Government Operations. I 
have the proxies of Congressman Dawson, Congressman Mollohan, 
Congressman Fascell, and Congressman Jones, and Congressman Moss 
is here, so I do not need his proxy. They are all properly designated 
to me, and they are all properly dated July 20, 1956. 

Since there may be some voting on motions and objections, and 
there may be appeals from the rulings of the Chair, I would like at 
this time to show the members of the minority these proxies so that 
they can see what I am voting with before we vote so there won’t be 
any question about it. 

Mr. Jonas. That is all right. 

Mr. Cuuporr. Is Mr. Al Tudor in the room ? 

Will you come up, Mr. Tudor? Just have a seat. Will you proceed 
where we left off yesterday, Mr. Lanigan? 


FURTHER TESTIMONY OF ALBERT F. TUDOR, ARIZONA PUBLIC 
SERVICE CO. 


Mr. Tupor. Before we start I would like to make one correction in 
my testimony yesterday. 

When we started out you asked when I first saw a copy of this red 
book of the Federal power program. I said I thought it was in 1952 
and you asked me if it was late in 1952. I apparently ; got that mistaken 
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with the other Turn On the Light book. It was at least 3 or 4 months 

after I saw the Turn On the Light book that I did read this Federal 

Power Program. 

Mr. Lanican. That was in February or March of 1953? 

Mr. Tupor. February, March, or April, sometime in early 1953. 
I know it was 3 or 4 months after I saw Turn on the Light. 

Mr. Laniean. I think yesterday when we closed I had asked you 
whether you thought the operations that set up the Hoover Dam were 
socialistic, and I think you had answered that; that you thought that 
they were not. Then I had asked you why you thought they were not 
socialistic. Could you answer that question, please ? 

Mr. Tupor. Yes. I said that I thought they were not socialistic 
because the private companies are allowed to come in and help dis- 
tribute that power, that they are working on a good partnership basis 
with the Government as far as Hoover Dam is concerned. 

Mr. Crruporr. Could.I interrupt at that point? 

As I understand it, your thought is that the production of Federal 
power itself is not socialistic. It 1s only when the Federal Government 
transmits the power directly to the consumer, whoever it may be, then 
it becomes socialistic; it that correct ? 

Mr. Tupor. I think that where it is necessary for the Government 
to produce the power, that that is all right. Where a private com- 
pany is willing and able to go into an area and produce that power, 
then I think that the private company should be allowed to do it. 

Mr. Cuvporr. Mr. Tudor, suppose the X power company, a private 
utility, has unused capacity to their transmission lines and the Gov- 
ernment says to X company, “We would like you to transmit this 
power, wheel it down toa city in Y State,” and the company says, “We 
do not want to wheel,” then they do not have to wheel under the law; 
it is my understanding. Then do you think it becomes socialistic on 
the part of the Government to build a transmission line to see that this 
city gets power ? 

Mr. Tupor. If there is no other way for that city to get power, I 
believe myself that it is perfectly all right for a Government agency 
to wheel power. c 

Mr. Cuuporr, In other words, in your opinion it ceases to be social- 
istic if, as, and when a private company refuses to wheel and the 
Government must build transmission lines to see that that city gets 
power. 

Mr. Tupor. Well, it goes a little bit beyond that. It could still be 
socialistic if the Government were to get into an area, and like some- 
body has said, socialism is like being a little bit pregnant. It just 
keeps on going. There is nothing much that you can do to stop it. 
So there could very possibly be a tendency toward socialism if the 
Government even got In. 

Mr. Cuuporr. Your thought is that the only time the Government 
is not engaged in socialistic practices is when the power companies, 
private companies, do not want the power produced by the Govern- 
ment at the hydroelectric source, and therefore the Government can 
transmit it to anybody else it wants to. 

Mr. Tupor. I lost you there a minute. 

T am sorry. 


Mr. Cuvporr. I am just trying to understand you. Tam not trying 
to mix you up. 
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Mr. Tupvor. I understand. 
Mr. Cuuporr. I am not too much of an expert on power myself. 

Mr. Tupor. Well, I am not either. 

Mr. Cuuporr. I say your thought is that the Government would 
not be engaged in socialistic practice if the private power company 
did not want the kilowatts produced at the Federal dam, then the 
Government could build a transmission line and deliver it to any- 
body else who wanted it. But if the private power company wants 
the power, they should be entitled to it, and they could transmit it 
and sell it to anybody that might want it. 

Mr. Tupor. I would say that would be not necessarily socialistic. 

Mr. Cuvuporr. You would say that would not be socialistic? 

Mr. Tupor. Not necessarily socialistic. 

Mr. Curuporr. In other words, you would be very happy and you 
would say the only way we can avoid your definition or your thought 
about socialism is by amending the preference clause and striking 
out the municipal electrics and the cooperatives and the REA’s and 
substituting therefor the private power companies. 

Mr. Tupor. Yes, sir. I do not like the preference clause. 

Mr. Moss. I want to apologize for not being with the subcommittee 
yesterday. I had other committee business which prevented it, so 
[ am not in a position to have followed the thinking that leads up to 
this discussion, but I am intrigued by it. 

Tsn’t it more or less a matter of fact that what you might call 
socialism depends on whose ox is being gored? I recall in my State 
legislature we were dealing with legislation affecting the establish- 
ment of public parking authorities. Now, to the garage man or to 
the parking-lot operator that was socialism. To the merchants in 
the downtown areas where there was great congestion and where in- 
creased parking facilities would act as a bulwark to capitalism, that 
to them was sanctified in all respects, and in no instance would they 
refer to it as socialism. 

So it is a matter of who benefits and how it affects the individual 
operator as to whether he regards it as socialism or a support to 
capitalism. 

Would you agree? 

Mr. Tuvor. Well, that is your opinion. I do not agree with that; 
no. 

Mr. Moss. If there is a benefit here which you can get as a result 
of the Government activity, it would appear to be all right and it 
would not be socialistic. 

Mr. Tupor. No, sir: I do not agree with that. 

Mr. Moss. But if you are deprived of the benefit which you feel 
you should have then it becomes socialism. 

Mr. Tupor. No; I do not believe I said that. I do not agree with 
that statement. 

Mr. Moss. I am not saying that you said it. J was interested in 
your reaction. ‘That is my conclusion after ec areful observation. So- 
cialism is almost impossible of definition as it is loosely applied today. 

Mr. Tupor. I will agree with you there. I am just trying my best 
to define socialism as I see it. 

Mr. Cuuporr. Mr. Lanigan? 

Mr. Horrman. To me, this question as to whether certain things are 
or are not socialistic is outside of the scope of our inquiry. But, in 
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view of the questions that have been asked, I refer to previous hear- 
ings when a gentleman named Mr. Meaker and also a gentleman named 
Mr. Norwood, testified to this question of right to power and light, 
Meaker, especially, said that in his opinion every farmer in the West 
or anywhere had a right to electrical current sufficient for his needs 
from the Federal Government, regardless of whether it was economi- 
cally feasible. 

Of course, that is way off to the extreme. I do not understand that 
you think the Government is justified in furnishing electricity, power, 
or required to, to everybody who happens to want it regardless? 

Mr. Tupor. No, sir; I did not say that. 

Mr. Horrman. You did not mean that? 

Mr. Tupor. No, sir; I didnotsay that. I did not mean it. 

Mr. Horrman. Broadly speaking, your idea is that where private 
enterprise can carry on an activity, where it pays taxes, it should be 
permitted to do so without competition from the Government? 

Mr. Tupor. That is right. at is what I tried to say; yes, sir. 

Mr. Horrman. I suppose the reason is that the Government has no 
source of revenue, that is any appreciable source of revenue ? 

Mr. 'Tupor. Only from people like myself. 

Mr. HorrMan. Except from whom ? 

Mr. Tupor. From people like myself, the taxpayer. 

Mr. Horrman. I think that is all. 

Mr. Jonas. Mr. Chairman, before you leave that inquiry may I ask 
one question ? 

Mr. Cuuporr. Yes. 

Mr. Jonas. Mr. Tudor, the responses you have made to questions 
today and yesterday with respect to this particular issue as to your 
views about socialism and what not, do they represent your own indi- 
vidual views or are you speaking when you give those responses for 
your company or for the private utility business in the country ? 

Mr. Tupor. Right here I am speaking for my own personal views. 

Mr. Jonas. You do not pretend to be binding your company to the 
views you have expressed ? 

Mr. Tupor. I certainly donot. Ihave noright to do that. 

Mr. Jonas. Asa matter of fact, you disclaim any intention of reflect- 
ing the views of the industry or even of your company in response to 
these particular questions; is that not true ? 

Mr. Tupor. That iscorrect. These are my own personal statements. 

Mr. Jonas. Are you an officer of the Arizona Co. ? 

Mr. Tupor. No, sir; I am not an officer of the company. 

Mr. Jonas. You are an employee ? 

Mr. Tupor. Yes, sir, away down on the totem pole. 

Mr. Jonas. Have you ever been an officer ? 

Mr. Tupor. No, sir. 

Mr. Jonas. That is all. 

Mr. Lanican. However, you are in charge of public relations of 
the company ? 

Mr. Tupor. No, sir; we have no one designated in charge of public 
relations. I am public information manager. 

Mr. Cuuporr. You have the right to recommend to the officers and 
directors of the company whether you think a particular piece of 
advertisement or particular booklet is worth while or whether or not 
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in your opinion it is worth while spending the money to print it and 
distribute it; don’t you ? 

Mr. Tupor. I can offer my advice and suggestions. Nobody cer- 
tainly has to take it. There are an awful lot of people between me 
and the time a thing is actually produced. 

Mr. Cuuporr. What you are trying to tell me is that as far as you 
are concerned the company does not need you, you are just a fifth wheel 
onthe wagon? What you say has no bearing on their policy, and your 
recommendations, they just overlook them ? 

Isn’t it true that you are the expert in public relations just as when 
a man has a legal problem, he goes to a lawyer, and when he has a 
pain in his stomach, he goes to the doctor? He may not do what the 
doctor tells him to, and he may not do what the lawyer tells him, 
but he does go to them for that purpose. 

Mr. Tupor. To go back and take this question step by step, I do not 
feel that I am a fifth wheel out there. 

Mr. Cuuporr. I did not think you did. 

Mr. Tupor. I think my job is necessary. My job does not cover 
the broad field of public relations. I do not go out and do any speak- 
ing or make public appearances or anything like that. My job is 
purely publicity and public information. 

Mr. Prachoew. And there are times when your company, its di- 
rectors and officers, ask your opinion on certain problems within the 
field that your department covers; is that right? 

Mr. Tupor. That is right. 

Mr. Jonas. Just one other question. Do you consider yourself a 
policymaking employee? Do you make policies for the company ? 

Mr. Tupor. No, I certainly do not. 

Mr. Lanican. Earlier in your discussion you mentioned the pref- 
erence clause and you said you were against the preference clause? 

Mr. Tupor. That is correct. 

Mr. Lanican. As I take your testimony, and correct me if I am 
wrong, you do not object to the Government generating power at a 
multiple-purpose dam of large magnitude such as Hoover Dam? 
You feel that is proper ? 

Mr. Tupor. Under certain conditions, I said I do not object to that. 

Mr. Lanican. In Arizona the Bureau of Reclamation has a trans- 
mission line that runs from the dam down 

Mr. Tupor. All three of the dams, Hoover, Davis, and Parker Dams, 
that is correct. 

Mr. Lantean. Do you feel the operation of that transmission line 
isa part of a socialistic operation ? 

Mr. Tupor. I really do not know what tosay. I do not know wheth- 
er I would consider that as socialistic or not. 

Mr. Lantean. Is it your opinion that the element of socialism enters 
into the picture when the Government sells the power, transmits and 
sells the power to rural electric associations and to municipal systems 
under the preference clause? 

Mr. Tunor. I think it is socialistic when they take a certain block 
of customers and give them preference or discriminate against them 
against the customers of private utilities such as the one I work for. 

Mr. Lantean. And it is under the preference clause of the reclama- 
tion law and the preference clause of the Flood Control Act that that 
occurs; is that right ? 
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Mr. Jonas. Before you answer that, Mr. Chairman, in all respect 
and deference to your ruling yesterday and without wishing to get 
into an argument, cause a rhubarb, or anything of that sort, I most 


respectfully object to this line of questioning, particularly in view of 


the comment made by the witness just a minute ago that he is not ina 
policymaking position, he is a mere employee of the company ; he has 
no right to speak for the ¢ vompany. We are not set up here to investi- 
gate the political views of Mr. Tudor, and I honestly do not see how 
you can hold that this line of questioning is pertinent to what we are 
trying to investigate here. 

‘Mr. Cuvporr. Mr. Jonas, I just want to answer you in saying that, 
in my opinion, [ think the gentleman, whatever he is for this Arizona 
company, has already told us enough of what he thinks socialism is. 

Mr. Jonas. I think so, too. We ought to go on to something else. 

Mr. Cuuporr. He has made me believe, anyway, if nothing else, 
that he has no objection to the United States Government producing 
power at a hydroelectric dam, but he does have objection to anybody 
else getting the power other than the private companies, and as soon 
as the public power organizations get it, then it becomes socialism. 

Now I think we can get into a million ramifications of that by talk- 
ing about transmission lines to REA’s. I think he is just against the 
Government transmitting power to anybody, period ; and he is in fa- 
vor of private companies picking up the kilowatts and selling them. 
I do not think that philosophy is new. 

Mr. Jonas. [ do not think it makes any difference to our study 
whether he believes that or believes something else because that is not 
the subject. 

Mr. Cuuporr. We have a letter that has already been admitted in 
the record in which he uses the word “socialistic,” which, in my opin- 
ion, is a conclusion. Therefore, I think that the committee certainly 
has a right to determine what he meant by the word “socialistic,” and 
I think he has already told us that. In view of that, I am going to 
instruct counsel either to proceed to another line of questioning or to 
let the witness go, if the members have no further questions. 

Mr. LAniGAn. I have a couple other questions. 

Mr. Horrman. My objection goes just a little farther and that is that 
inasmuch as he is not an officer of the company and has no authority 
whatsoever to speak for the company or any of its officers, that his 
views, economic, political, or religious are immaterial. That is all. I 
do not care to argue the point. 

Mr. Cuuporr. Let Mr. Hoffman’s objection be noted on the record. 

Mr. Lanican. In a breakdown which was submitted to us by the 
Montana Power Co., the breakdown of the charges for the printing 
of the booklet which you have before you—“The Federal Power Pro- 
gram”—it is shown that Arizona Public Service Co. had a charge 
of $903.48 for the first and second booklets. Do you know which ac- 
counts this was charged against? 

Mr. Tupor. No, sir. 

Mr. Lanican. Could you ascertain that and write to the subcom- 
mittee giving us the account ? 

Mr. Tupor. Yes, sir; I can do that. 
Mr. Laniean. Including the account number ? 
Mr. Tupor. Yes, sir. 
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(Mr. Tudor responded to Mr. Lanigan’s request with the following 

letter :) 
ARIZONA PuBLIC SERVICE Co., 
Phoeniz, July 26, 1956. 
Mr. JAMES A. LANIGAN, 
Committee Counsel, House of Representatives, 
Subcommittee on Public Works and Resources of the Committee on 
Government Operations, Washington, D. C. 

Dear Sir: During the hearing held on Friday, July 20, you asked me to get 
you some information regarding the account numbers to which we charged the 
$903.48 which represented Arizona Public Service Co.’s share of producing the 
booklet The Federal Power Program—Its Background, Growth, and Con- 
sequences, 

Our vouchers No. 1224 dated June 22, 1953, made out in the amount of $903.48 in 
favor of the Montana Power Co. was charged to account No. 787—2-17 (of the uni- 
form system of accounts prescribed by the Federal Power Commission for public 
utilities). 

During the same hearing (as appears on p. 362 of vol. 5 of the report of 
proceedings) you asked for a breakdown in the increase of electric and gas cus- 
tomers, and the increase in electric and gas revenues from 1945 to December 31, 
1955. These are as follows: 





Customers: 
Electric. ....-.- 
Gas 
Revenues | 
Electric. _- J J - _.| $6,280,000 | 
Gas 5 | 
| 


Friday, July 20, during an off-the-record discussion, Mr. Chudoff instructed 
me to send you the original copy of the document which I identified and which 
was entered into the record marked “Tudor 1” for identification. This appears 
on page 376 of volume 5 of the report of proceedings. I am enclosing with this 
letter the original copy of my memorandum made after the investigation con- 
ducted in Phoenix by Mr. Perlman and Mr. Romney. The reason that there are 
so many staple marks in the upper left-hand corner of this memorandum is that 
it has been taken apart in order that I might have some reproductions of this 
original made. 

Will you please let me know when we can expect the return of our files which 
Mr. Lucking and I submitted in compliance with the committee’s subpena. 

Yours truly, 
ALBERT F’. Tupor, 
Manager, Public Information. 

Mr. Lanican. I just wonder if you could identify this document. 
It is a press release. In the upper left-hand corner it has “Arizona 
Public Service Company, Post Office Box 2591, Phoenix, Arizona. 
For release March 28, 1956.” 

Mr. Tupor. Yes; that is one of our releases. 

Mr. Cuuporr. Before you ask him any further questions, When 
these releases are issued do you have an officer of the company or a 
director of the company okay them before you send them out to the 
newspapers ? 

Mr. Tupor. Oh, yes. There are at least two officers, my immediate 
superior is the vice president in charge of sales. He okays releases. 

Mr. Cuuporr. In other words, you prepare them and submit them; 
and if they meet the requirements set forth by the officers and directors 
and they have no objection to them, then they are released / 

Mr. Tuvor. That is right. 
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Mr. Lanican. I just wanted to ask you this: In the period since 
1945 has the Arizona Public Service Co. been losing customers ? 

Mr. Tupvor. No, sir; we have been gaining customers. 

Mr. Lanrcan. I notice here in this release—I just want to have it 
in the record, Mr. Chairman—it shows that the number of added cus- 
tomers and the income, that is total revenues, increasing from $9 
million in 1945 to $39 million in 1955, which, of course, is quite proper. 
I have no objection to that. I was just wondering could you give us 
a breakdown on gas and electric increases in revenue ? 

Mr. Tupor. Our gas in number of customers or revenue ? 

Mr. Lanican. Bothif you can. 

Mr. Tupor. I can tell you that our number of gas customers has 
increased very, very rapidly, much more so than Fg number of electric 
customers have during that time. I am sorry I do not have with 
me the information about the gas revenues. I know they have in- 
creased but I do not think it has been correspondingly as great as the 
number of customer increase has been. 

Mr. Lanican. Have you lost any customers to any publicly op- 
‘ated system in that 10-year period ? 

Mr. Tupor. I do not believe so. I don’t think we have. 

Mr. Lanican. Have you lost any customers to any rural electric as- 
sociation in that 10-year period ? 

Mr. Tupor. I don’t think so. 

Mr. Laniean. That is all I have. 

Could you supplement this when you write us about the account 
numbers, break this down further to show your electric and gas 
revenues so that we can 

Mr. Tupor. Revenue and customer increase? 

Mr. Lanican. Revenue and customer. 

Mr. Tupor. From 1945 to the present ? 

Mr. Laniean. From 1945 to 1955. 

Mr. Tupor. To December of 1955? 

Mr. Lanican. That would be all right; yes. 

Mr. Tupor. Yes, sir; I will be glad to do that. 

(Mr. Tudor’s response to Mr. Lanigan’s request is contained in his 
letter of July 26, 1956, set out above.) 

Mr. Cuuporr. Is the Arizona Public Service the only private 
utility in Arizona? 

Mr. Tupor. No, sir; it is not. 

Mr. Lantcan. What proportion of the supply do you deliver in 
comparison with the other private companies ? 

Mr. Tupor. If I told you a figure it would be a guess that might 
be way off. 

Mr. Cruporr. How many companies are there, private companies ? 

7? Tuvor. Tucson Gas & Electric, Gas Electric Light & Power 
Co., Citizens Utility Co. that serves Nogales and Kingma an. 

Mr. Cuvuporr. In other words, you each have your own areas blocked 
out as a result of your fr anchise from the State of Arizona; is that 
right? 

“Mr. Topo. Through franchise and certificates of convenience and 
necessity. 

Mr. Cuuvorr. Is there a shortage of power in Arizona? 

Mr. Tupor. No, sir; there is no shortage of power in Arizona. 
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Mr. Cuuporr. You can meet the demands without any problem? 

Mr. Tupor. Yes, sir. 

Mr. Cuuporr. Mr. Moss, do you have any questions ? 

Mr. Moss. No. 

Mr. Cuuporr. Mr. Knox? 

Mr. Knox. Mr. Tudor, I believe in your testimony you stated that 
the income of your company in 1945 was $9 million; is that correct? 

Mr. Tupor. I do not know, sir. I know there has been a tremendous 
increase. 

Mr. Knox. Counsel has those figures. To what extent has your 
expansion caused an additional investment by the company in the 
period of time 1945 to 1955? 

Mr. Tupor. It has necessitated considerable investment. I believe 
in 1945 our plant, net plant, was probably about $12 million, something 
like that. It is about $144 million. 

Mr. Knox. In other words, you had a terrific investment ? 

Mr. Tuvor. Yes, sir. 

Mr. Knox. By the company in order to increase the profits? 

Mr. Tupor. That was necessary in order to take care of the tremen- 
dous growth of Arizona population. 

Mr. Knox. And you have met the requests of the area as far as 
power is concerned ? 

Mr. Tupor. We believe we have in every instance; yes, sir. 

Mr. Knox. That is all, Mr. Chairman. 

Mr. Cuuporr. I would like to ask you one question. What is your 
source of supply? Steam or hydro? 

Mr. Tupor. Both. 

Mr. Cuuporr. And where do you get your hydro? 

Mr. Cuuvorr. Primarily from dams on the Colorado River. 

Mr. Cuuporr. Are they Government-built dams? 

Mr. Tupor. Yes, sir; they are. 

Mr. Cuuporr. How is the power transmitted to you? 

Mr. Tupor. It is wheeled over lines owned by the United States 
Bureau of Reclamation, and we have in Arizona a State agency called 
the Arizona Power Authority that is set up to market all of the hydro- 
power produced on the Colorado River. 

Mr. Cuuporr. Do you know of your own knowledge the percent- 
age of hydroelectric distributed in comparison to the amount of 
steam ? 

Mr. Tupor. No, sir, I could not say. 

Mr. Cuuporr. But your company does have some steam plants ? 

Mr. Tupor. Oh, yes; we have steam plants. 

Mr. Cuuporr. And they are to take care of the peak power de- 
mands; is that it? 

Mr. Tupor. They take care of, I would say, the primary demands. 

Mr. Cuuporr. In other words, you do not take any hydropower 
unless your steam cannot meet the demand ? 

Mr. Tupor. Oh, I believe we take hydropower also. 

Mr. CuouporF. Isn’t it true that the hydropower that you buy is 
cheaper than the steam power? 

Mr. Tupor. Yes; it is cheaper. 

Mr. Cuuporr. So certainly from a good business standpoint you 
would not use your steam power as a primary source and your cheaper 
power as a secondary source; would you? 
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Mr. Tupor. No, sir; we look out for the interests of our customers 
and we are able to pass that so-called cheaper power to our customers. 

Mr. Cuuporr. The only time you use your steam plants is when you 
have a peak demand and you cannot supply the kilowatts from the 
hydrotransmission lines? 

Mr. Tupor. I do not believe that we could get—I mean it is not 
really peak demands because we could not even begin to get enough 
hydropower to serve our load. We have to have steam-generated 
capacity. 

Mr. Cuuporr. You mean there are not enough dams to supply you 
with the hydropower that you could use if you could get it? 

Mr. Tupor. There may be enough dams but there are a lot of pref- 
erence customers that get that power before we do. 

Mr. Cuuporr. But you are getting some of it? 

Mr. Tupor. Yes, sir; we are. 

Mr. Cuuporr. The preference customers are not taking all the 
power ¢ 

Mr. Tupor. No; they are not. We are getting some power. 

Mr. Knox. One more question. Under your contract with the Gov- 
ernment-owned dams, when the Government-owned dam has the peak 
power period, you are obligated to take the excess power that is being 
produced at that time ¢ 

Mr. Tupor. I believe so. I do not know too much about the power 
picture. 

Mr. Knox. And the reason that you have your huge investments in 
the steam plants is that when the power output is low, then you cut 
in your steam plants and continue to supply your customers ? 

Mr. Tupor. Yes. We cannot get enough hydropower from our 
allotment. It just would not even begin to cover the demand for 
power. 

Mr. Knox. What is your allotment ? 

Mr. Tupor. Gosh, I am sorry. 

Mr. Knox. That is under normal load? 

Mr. Tupor. I am sorry, I do not know. 

Mr. Knox. Have you any knowledge of the differential between 
the normal load and the peak load ? 

Mr. Tupor. No; I am sorry, I could not say. 

Mr. Cuupvorr. Mr. Jonas? 

Mr. Jonas. I just have three questions, I think. 

Mr. Tudor, are the Arizona rates that you can sell your electric 
energy for regulated ? 

Mr. Tupor. Yes, sir; they are definitely regulated by the Arizona 
Corporation Commission. 

Mr. Jonas. You have a regulatory body in Arizona that controls 
the price you can charge for your product? 

Mr. Tupor. That is correct. They have to approve of our rate 
schedules. 

Mr. Jonas. And what do you do with the power you generate? 
What does the Arizona Co. do with its power ? 

Mr. Tupor. We sell it to our customers. 

Mr. Jonas. Who are your customers? 

Mr. Tupor. The general public of Arizona. 

Mr. Jonas. Any little people, any farmers, any businessmen, home- 
owners, the general public? 
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Mr. Tupor. All classes of customers; yes, sir. 

Mr. Jonas. You have said in response to a question that you did 
not think much of the preference clause. I want to give you an 
opportunity to say why, if you would like to do that. 

Mr. Tupor. I just do not think that it is in the American spirit of 
things to take one body and set it aside and say that we will produce 
this power that is produced from tax money, collected from people. 

Mr. Jonas. That, in your view, is discrimination? Is it your 
position that that discriminates against your customers? 

Mr. Tupor. It discriminates against me, against the customers of 
any private utility. 

Mr. Jonas. I asked you if it was your position that that was a 
discrimination against your customers ? 

Mr. Tupor. Yes, sir. 

Mr. Jonas. Your company cannot do anything with this power 
except sell it to individuals and companies and organizations that 
use it; is that not true? 

Mr. Tupor. That is correct. 

Mr. Jonas. It is your further position that your customers are the 
same sort of American citizens that the customers are who are within 
the rules of the preference clause? 

Mr. Tupor. Yes. 

Mr. Jonas. And that is the reason you say you do not agree with 
the preference clause ? 

Mr. Tupor. Yes, sir; it is discriminatory. 

Mr. Jonas. That is all. 

Mr. Horrman. I have a few questions. 

You have a superior in the company; do you? 

Mr. Tupor. I have several superiors in the company. 

Mr. Horrman. Do you have anyone that you report to? 

Mr. Tupor. Yes, sir. 

Mr. Horrman. Did staff members interview you on this matter? 

Mr. Tupor. Mr. Perlman and Mr. Romney came out and inter- 
viewed me on this. 

Mr. Horrman. Is this Mr. Romney here? 

Mr. Tupor. Yes, sir. 

Mr. Horrman. When was that? 

Mr. Tupor. I believe it was June 26 of this year. 

Mr. Horrman. You have testified here at some length. Did you 
make any report to anyone who is over you with reference to that 
interview ? 

Mr. Tupor. Yes, sir; I did. 

Mr. Horrman. Was that about the same as what you have said 
here insofar as the same questions being asked ? 

Mr. Tupor. Pretty much the same except that they did not ask 
me anything about socialism. 

Mr. Horrman. Did you turn this over to counsel, I mean to the 
staff? Did you turn over a copy of your report ? 

Mr. Tupor. Yes, sir; they have a copy. They asked for a copy of 
everything, and that was included. 

Mr. Horrman. Did they ask for it? 

Mr. Tupor. They asked for a copy. In my subpena it said every- 
thing in my file. 

Mr. Horrman. Have you that report? I would like to have it. 
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Mr. Pertman. I think we have, sir. 

Mr. Horrman. I would like to see, Mr. Chairman, where the sub- 
jects are the same, whether his testimony here coincides with what 
he told the staff members. 

Mr. Cuuporr. I do not know anything about the report. I did not 
see it. Is that a report he gave to his superiors after the staff 

Mr. Horrman. Yes. Ordinarily I think it is privileged but as long 
as you have gone into privileged communications—let me see. : 

Mr. Cuvporr. I will let you have it. I just want to look at it. Ido 
not want to read it. I just want to see what it is. I have never seen 
it. Ihave not read it. 

Mr. Horrman. Neither have I. 

Mr.Cuuporr. You don’t object to my reading it, do you? 

Mr. Horrman. As long as I have the witness, I would like to have it. 

Thank you, you and I are getting so we are buddies. 

If you don’t ane it, Lam sorry. 

Mr. Cuuporr. I do not even know what it contains. 

Mr. Horrman. If you don’t want to be buddies, I will take it away. 

Mr. Cuuporr. C ertainly if it was subpenaed, it is probably ma- 
terial. It looks like a long interview. 

Mr. Horrman. Six pages, single spaced. 

Mr. Tupor. It took 2 hours. 

Mr. Horrman. I am going to offer it in evidence, and I have not 
read it. Isthat all right, Mr. Chairman? 

Mr. Cuuporr. Without reading it, you are going to offer something 
in evidence ? 

Mr. Horrman. Do you want to screen the evidence? 

Mr. Cuuporr. No; I do not want to screen it. I would like to 
read it and see what I am letting in evidence. 

Mr. Horrman. June 26, 1956. 

Why did you make this report ? 

Mr. Tupor. I made that report because I realized something was up. 

Mr. Cuvuporr. What was that date ? 

Mr. Horrman. June 26, 1956. 

Mr. Tupor. In the line of questioning by Mr. Perlman, I realized 
that I had better make some kind of a record as quickly as I can of the 
things that I was asked and my answers. 

Mr. Horrman. Why? Were you frightened ¢ 

Mr. Tupor. Well, I did not feel too happy about it. 

Mr. Horrman. W hat’s that / 

Mr. Tupor. I was not too happy about it. 

Mr. Horrman. Why weren’t you too happy ? 

Mr. Tupor. Well, I just did not know what the whole thing would 
lead to, and I could not find out. I asked them just what the whole 
deal was about and did not seem to get: too much of a reply except they 

were interested in a book, a red book. 

Mr. Horrman. Is that the one that has been used here / 

Mr. Tupor. Yes, sir; that is the Federal power program book. 

Mr. Horrman. Was this report accurate / 

Mr. Tupor. The report you have ? 

Mr. Horrman. The one you made. To whom did you make it? 

Mr. Tuvor. I made it primarily for my own information in case I 
would ever need to know what I told them. 

Mr. Horrman. And who did you send it to? 
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Mr. Tupor. Well, I told my boss that I had written it, Mr. Willis, 
vice president in charge of sales, and he read it, and I think most of 
the officers of the company have read it by now. 

Mr. Horrman. Did they jack you up for having made it? 

Mr. Tupor. No, sir. 

Mr. Horrman. Didn’t say anything one way or the other? 

Mr. Tupor. No; they did not make any comment to me at all about 
it. 

Mr. Horrman. Well, this starts out: 

About 9: 40a. m., Dorothy Conant— 


is that the way you pronounce it— 


called and told me Mr. Perlman from Washington was here to see us. I told 
her I was going to be tied up all day with five schoolteachers visiting us. 

Mr. Cuuporr. Do you have any extra copies of that, Mr. Tudor? 

Mr. Tupor. No, sir, not with me. I believe there is one other copy 
back in Phoenix. 

Mr. Horrman. All right. 

Mr. Cuuporr. By the way, where is the original of this report? 

Who has it? 

Mr. Tupor. The original is probably in Phoenix. 

Mr. Cuuporr. And how many copies did you prepare ? 

Mr. Tupvor. I think three copies—original and two carbons, I 
believe. 

Mr. Jonas. Mr. Chairman, may I offer a suggestion ? 

Mr. Cuvporr. Did you have a conference with any member of the 
minority about this report before this morning ? 

Mr. Toupor. No, sir. 

Mr. Horrman. I object to that. I don’t think it is any of your 
business whether he had a conference with me or not. I never saw 
the man before, and I don’t think it is any of your business whether 
he did or whether he did not. I know you raised heck out there in 
the West because some fellow came along and gave me—a member of 
the committee—some information. You think everything ought to 
be channeled through Perlman and Lanigan here. I say as a mem- 
ber of this committee I have a right to get information if I can. 

Mr. Cuuporr. Let me ask you another question. When Mr. 
Romney and Mr. Perlman visited you in Arizona, they did not in- 
fringe on any of your constitutional rights, did they ? 

Mr. Tuvor. W ell, I was happy to answer their questions. 

Mr. Cnuporr. And they did not get the answers by force, fear, or 
intimidation, did they ? 

Mr. Tupor. Well, except there were a couple of veiled—“Well, we 
would rather get this information now instead of having to subpena 
you.’ 

Mr. Cuvuporr. They properly identified themselves as investigators 
of the Subcommittee on Public Works and Resources of the Commit- 
tee on Government Operations? They showed you their identification 
cards, didn’t they ? 

Mr. Tupor. Mr. Perlman showed me his identification card and he 
introduced Mr. Romney. 

Mr. Cuuporr. And you had a conversation, and they asked you for 
information. You gave it to them, and as a result of that, you felt 
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you ought to tell your superiors about it, which I commend you for. 
What you did was proper and that is a copy of the report. 

Mr. Tupor. That is a copy of the report. 

Mr. Cuvuporr. Now, Mr. Hoffman ? 

Mr. Horrman. I get him back now? 

Mr. Cuuporr. Yes; you can read the report. 

Mr. Horrman. Why don’t we adjourn now until this afternoon or 
tomorrow morning. The House is in session over there. 

Mr. Cuuporr, I know, but we can meet while the House is in 
session. 

Mr. Horrman. I know you can, but if you are going to insist on 
keeping the committee in session all the time when the House is in 
session 

Mr. Cuvuporr. Let me say this 

Mr. Horrman. You are taking advantage of the rules. That is all 
right. I am going to take advantage of another rule. 

Mr. Cuuporr. I am not going to argue. I just wanted to get Mr. 
Tudor finished today if we could, so he can get back to Arizona. If we 
quit now we are not going to have a session until Monday and he will 
have to wait until over the weekend. That is all I wanted to do. I 
think that is fair. 

Mr. Horrmay. I show to you the copy I have, it is 6 pages. 

Mr. Jonas. Mr. Chairman, I suggest we get him to identify it. 

Mr. Horrman. Look it over and see if that is a copy of it. 

Mr. Tupor. Yes, sir, that is a copy of it. 

Mr. Jonas. He has identified it. Have the reporter mark it for 
identification. 

Mr. Horrman. I would like to give it to the press today so that 
they can learn how to get information. It will help them in their 
profession. 

Mr. Cuuporr. We have some very fine investigators. I think that 
the press can learn something from that. 

Mr. Horrman. I meant the members of the press, the reporters. 

Mr. Cuuporr. Yes, the reporters. 

Mr. Horrmay. Even they, I think, and I am not detracting from 
their ability or being critical of them at all, but even they can learn 
something from your staff fellows. 

Mr. Cuuporr. Yes, we have a good staff. 

Mr. Horrman. They do not have the threat of a subpena back of 
them. 

Mr. Jonas. Mark the exhibit with a red pencil for identification. 

(The document was marked “Tudor-1” for identification.) 

(Discussion off the record.) 

(At this point Mr. Hoffman proceeded to read from the document 
marked “Tudor-1” for identification. ) 

Mr. Cuuporr. Mr. Hoffman, if we are going to put it in the record 
I don’t think we ought to just sit and read it, especially if you want to 
get through with this witness and get over on the floor of the House. 

Mr. Horrman. I am going to ask him if he wrote all these things. 
I want to ask him if that is right, don’t you see, and I did not stop at 
the end of each question to ask him if that is true. 

Mr. Cuvporr. If you insist on reading it, go ahead and read it. 

Mr. HorrMan. Well, it is interesting. 

Mr. Cuuporr. I think it is very interesting. 
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Mr. Horrman. It has more to do with the issues here than this in- 
quiry into socialism that you conducted, at least in my opinion. 

Mr. Moss. Mr. Chairman, a point of order. 

Mr. Cuuporr. Yes, Mr. Moss? 

Mr. Moss. If it is the intention of the gentleman to read six pages 
at this point in the record, I make the point of order that the gentle- 
man is not in order, he is not at his seat. He is wandering loosely 
around the hearing room. 

Mr. Horrman. Is what? 

Mr. Cuuporr. I think the point of order is well taken. 

The committee is adjourned until 10:30 Monday morning. 

At this time I just want to say to you, Mr. Tudor, that I am awfully 
sorry that we have to make you come back on Monday, but I think 
that it was not necessary to have that entire statement read. But if 
Mr. Hoffman insists on reading it, he has the right and the prerogative 
to do it, and we are going to let him start it Monday morning at 10: 30. 

L also want to apologize to the two gentlemen from the Idaho Power 
Co., Mr. Roach and Mr. Kimball. I had hoped that we would be 
able to get through with you today, so you could get back to your 
business, but we will have to go over until Monday at 10: 30. 

(Whereupon, at 12:05 p. m., the subcommittee was adjourned, to 
reconvene at 10: 30 a. m., Monday, July 23, 1956.) 
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PRIVATE ELECTRIC UTILITIES’ ORGANIZED EFFORTS 
TO INFLUENCE THE SECRETARY OF THE INTERIOR 
(EBASCO SERVICES, INC., AND ROCKY MOUNTAIN 
GROUP) 


MONDAY, JULY 23, 1956 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON Pustic Works AND REsouRCcES 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10:40 a. m., in 
room 362, Old House Office Building, Hon. Earl Chudoff (chairman of 
the subcommittee) presiding. 

Present: Representatives Chudoff (presiding), Dawson, (chair- 
man of the full committee), Hoffman, Knox, and Jonas. 

Also present: James A. Lanigan, subcommittee counsel; Arthur 
Perlman, staff director, and Miles Q, Romney, professional staff 
member. 

Mr. Cuuporr. The subcommittee will be in order. 

Mr. Tudor, I believe that as we adjourned last week, Mr. Hoffman 
asked you a question. If my memory is correct—and if I am not Mr. 
Hotfman may correct me—he asked you whether you thought you 
were getting the third degree, and you said you thought you were. 

Now, I do not want to prolong this and I am hoping we can get 
finished. The gentlemen from the Idaho Power Co. are very anxious 
to get on and testify. 

[ think that since the expression “third degree” came up, you ought 
to tell us what you think a third degree is. 


FURTHER TESTIMONY OF ALBERT F. TUDOR, ARIZONA PUBLIC 
SERVICE CO. 


Mr. Tupor. As far as the wording “third degree” in that memoran- 
dum to myself, I realized soon after Mr. Perlman got started that it 
was not just a friendly little chat with the gentlemen from Washing- 
ton about a book, that I had the feeling that I was being put pretty 
much on the spot, that it was a pretty serious thing. 

Mr. Cuuporr. Now, he did not shine a big light on your head; did 
he? He did not put you in the middle of a room in a chair with a big 
light hanging in your eyes; did he? 

Mr. Tupor. Oh, no, sir. 

Mr. Cuuporr. He did not force you or put words in your mouth; 
did he? 

Mr. Tupor. Oh, no, sir. 
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aan Cuuporr. He did not force you or put words in your mouth; 
id he? 

Mr. Tupor. He did not force. He tried to put words in my mouth, 
by telling me that I had written parts of the book and that I had made 
changes In certain paragraphs. 

Mr. Cuuporr. But you said you did not? 

Mr. Tupor. That is right. 

Mr. Cuuporr, And you are saying here you did not? 

Mr. Tupor. Yes; that is correct. 

Mr. Cuuporr. Mr. Hoffman, do you want to continue now ? 

Mr. Horrman. Yes. To save time as far as I am concerned if that 
statement may be admitted in the record, I won’t take the time to 
read it because we meet at 11. 

Mr. Cuuporr. Mr. Hoffman, I certainly have no objection to the 
statement going in the record; but I think, since it is a rather self- 
serving declaration, the original ought to be produced. If the original 
is roduced, we will be glad to put it in the record. 

i - Horrman. You identified that as a copy that I gave you, didn’t 
you 

Mr. Tupor. Yes, sir, I did. 

Mr. Cuuporr. Where is the original? 

Mr. Tupor. It is in our Phoenix office. I imagine Mr. Lucking has 
it. 

Mr. Cuuporr. There is no reason why you cannot send it to us; is 
there? We can return it to you after you are through with it. 

Mr. Jonas. Mr. Chairman, may I offer a suggestion? Put the copy 
that he supplied the committee in response to the subpena in the rec- 
ord. We put everything else in that you thought ought to go in there. 

Mr. Cuuporr. The reason I insisted on the original is that the sub- 
pena requested complete files and records and not just copies. I think 
we can let it go in the record at this point or in the appendix of the 
record or other proper place, but I think the original ought to be 
— and notacopy. 

Mr. Jonas. I have no objection. 

Mr. Cuvuporr. Can you send us the original? 

Mr. Tupor. Yes, sir. 

Mr. Cuuporr. Let this memorandum of June 26, which was formally 
identified last week, be placed in the record at the proper place, pro- 
viding the original is supplied to the committee, and after the original 
is put in the record, we will return it to you. 

Mr. Horrman. All right; but Mr. Chairman, I want to go along 
with Mr. Jonas. Now here is a document that the witness says is a 
carbon copy; isn’t it? 

Mr. Tupor. Yes, it is. 

Mr. Horrman. Made at the same time as the original? 

Mr. Tupor. That is right. 

Mr. Horrman. Therefore, it is an original. 

In any event it is a part of the records subpenaed by this committee 
and given to the committee under subpena. 

Mr. Cuvnorr. Not arguing that point. I am saying that when we 
get the original we will put it in the record. 

Mr. Horrman. I know, but what you said was—maybe you did 
not realize it—that it was in the record subject, however, to being 
stricken if the original was not produced. 
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Now that is the substance of what you said. 

If it is understood that a copy goes in, that is all right with me. 

Mr. Cuvuporr. Was the original signed by you? 

Mr. Tuvor. No, sir; I did not sign. 

Mr. Cuuporr. When we get the original we will put it in the 
record. 

Mr. Horrman. In the meantime, does the copy go in? 

Mr. Cuuporr. No, the copy does not goin. If he does not produce 
the original we won’t put it in the record. I think that this is a 
memorandum he made for himself, for his own files. Certainly it is 
a self-serving declaration. It is not addressed to anybody. 

Mr. Horrman. Who did you give it to, or mail itto? What did you 
do, give it to somebody ? 

Mr. Tupor. Yes, I gave it to my superior, Don Willis. 

Mr. Jonas. Mr. Chairman, may I make one comment? I think 
it would be even more pertinent if he had not given it to anybody but 
prepared it as a memorandum of the interview for the purpose of 
refreshing his memory. 

Mr. Cuuporr. I have no objection to referring to this thing for any 
questions we may ask him. 

Mr. Jonas. He suggested putting it in the record to keep from 
reading it. 

Mr. Cuvuporr. It is going in if we get the original, but I think we 
ought to have the original. 

Mr. Jonas. I have no objection. Let’s move on. 

Mr. Cuuporr. Mr. Lanigan ? 

Mr. Horrman. Just a moment. 

In view of the Chair’s ruling not to admit this copy which he says 
is a copy and which is a part of the record here in answer to the 
subpena, I want to appeal from that ruling of the Chair. 

Mr. Cuuporr. I do have the qualified proxies dated and everything, 
Mr. Hoffman. If you want to rule I will overrule it. 

Mr. Horrman. It will only take a moment. Ido not want to argue. 

Mr. Cuuporr. Mr. Hoffman has appealed from my ruling that the 
memorandum dated June 26, 1956, written by Mr. Tudor for his own 
file and for transmission to his immediate superior is admitted into 
the record, provided the original is produced. 

Should the original not be produced, then the copy will not be 
admitted in the record. 

Now Mr. Hoffman has appealed from my ruling. The question is, 
Shall the ruling of the Chair be sustained ? 

Mr. Horrman. And my vote is “No.” 

Mr. Cuuporr. Mr. Jonas? 

Mr. Jonas. No. 

Mr. Cuuporr. Mr. Knox? 

Mr. Knox. No. 

Mr. Cuuporr. Mr. Dawson ? 

Mr. Dawson. Yes. 

Mr. Cuuporr. Mr. Mollohan by proxy, yes; Mr. Jones by proxy, 
yes; Mr. Moss by proxy, yes; Mr. Fascell by proxy, yes. 

Mr. Horrman. Now I ask permission to read what I started to read 
and a part of which I read the other day. 

Mr. Cuuporr. That is not the original, Mr. Hoffman. 

Therefore I rule it cannot be read into the record. 
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Mr. Horrman. I will not appeal from that one, because I understand 

they are supposed to be the same, and you would also vote those proxies, 
Mr. Cuuporr. That is right. 

Mr. Horrman. In favor of your ruling? 

Mr. Cuuporr. That is right. 

Mr. Horrman. All right. 

(The original of the document was subsequently supplied. See 
appendix V TIL. ) 

Mr. Jonas. Are you through with the witness, Mr. Hoffman? 

Mr. Cuuporr. Mr. Jonas, the reason I am going back to Mr. Lani- 
gan is that Mr. Hoffman asked for the right last week to ask a question 
at that point. 

Now, what I am going to try to do is this: In order to expedite these 
hearings and get to these gentlemen from Idaho, who are very anxious 
to get through, I am going to let counsel finish and then recognize 
socks member. 

Nobody is going to be stopped from asking questions. 

Mr. Lanican. | just have two more questions. 

One is concerning the Upper Colorado project. Did that Arizona 
Public Service Co. support the legislation which started the Upper 
Colorado project ? 

Mr. Tupor. I do not know. 

Mr. Jonas. I object to that question. 

Mr. Cuuporr. He says he does not know, so I do not think it makes 
any difference. ° 

(ir. Lanican. Then the second question is this. I wonder if you 
would look at this copy of the Federal Power Program. This is one of 
the second set of printings with a memorandum attached. Do you 
recognize this memorandum ? 

Mr. Tupor. Yes; Ido. 

Mr. Lanican. I will read the memorandum. 

It is very brief. Then I will ask 1 or 2 questions on it. It is on the 
stationery of the Arizona Public Service Co. It has no addressee, and 
it says: 

The tremendous growth over the past 20 years of federally produced electric 
energy, and the master blueprint for the socialization of the electric power in- 
dustry are graphically shown in the enclosed Federal Power Program booklet. 

Since all of us are vitally concerned with the role of government in business, 
I believe you'll be especially interested in this booklet. 

As you will note, the booklet was prepared to acquaint key people in the new 
administration with the magnitude of this situation, 

Could you tell us when this particular memorandum was prepared 
I notice there is no date. 

Mr. Tupvor. No. That was prepared in 1952. 

Mr. Lanigan. 1953, wasn’t it? 

Mr. Tupor. 1953 in March or April, somewhere around in there. 

Mr. Lanican. Were these copies of the booklet actually sent out 
to various people in the service area of your company ¢ 

Mr. Tupor. As far as I know, they were mailed to the directors of 
our company, some of the librarians in our service area, some of what 
we call our top business leaders in our communities, and to some mem- 
bers of the press in our area. 

Mr. Lanican. What do you mean by “top business leaders”? Can 
you just briefly tell us how you select those ? 
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Mr. Tupor. Well, we select them pretty much at random from the 
people who hold key positions in our civic and community business 
life. 

Mr. Lanican. And the librarians, you said some of the librarians. 
How do you select the librarians ? 

Mr. Tupor. Within our service area. We do not cover the entire 
State of Arizona. 

Mr. Lanican. By that you mean the public librarians? 

Mr. Tupor. That is right. 

Mr. Lanigan. In the public libraries? 

Mr. Tupor. That is right. 

Mr. Laniean. Do they go to the school libraries, too? Is that in- 
cluded in this group? 

Mr. Tupor. No. sir. 

Mr. Laniean. Just the public libraries? 

Mr. Tupor. That is right. 

Mr. Lanican. These 200 top business leaders and the press, are 
they what you would call the opinion leaders in the area? 

Mr. Tupor. Well, I would think that would be understood that 
the top business leaders would be the opinion leader group. 

Mr. Lanican. I think the record that we have got from the Mon- 
tana Power Co. shows there were 300 copies of the second printing 
delivered to the Arizona Public Service Co. 

Mr. Tupor. That is right. 

Mr. Lanican. How many of that 300 were sent out, do you know 
offhand ? 

Mr. Tupor. We mailed out just about all except maybe a dozen 
or so. 

Mr. Laniean. That is all I have. 

Mr. Cuuporr. Mr. Hoffman, do you have any other questions? 

Mr. Horrman. I do not think so. 

Mr. Cuuporr. Mr. Jonas? 

Mr. Jonas. No questions. 

Mr. Cuuporr. Mr. Knox? 

Mr. Knox. Mr. Chairman, this document which was produced here 
this morning is evidence that the company did not in any way try to 
withhold from the general public the booklet which has been referred 
to at this hearing. Therefore, I can see no reason why the com- 
mittee should object to the rights of an organization to publicly an- 
nounce the facts as they find them and their views on such facts, and 
why this letter was brought to the attention of the committee and the 
witness questioned relative to whom it was sent; I think it was well- 
documented. The letter was sent to directors of his company, to the 
librarians of the area which the company serves, to various leaders in 
the area, and to the press. 

I object to the further evidence of documents that have been made 
public, for the remainder of this hearing, using up the time of the 
committee and costing the taxpayers considerable money in order to 
have the records printed. 

Mr. Horrman. Mr. Chairman, in the exercise of your discretion 
will you excuse me / 

Mr. Cuuporr. Yes, Mr. Hoffman. 

Mr. Knox, are you addressing that query to me, or are you just 
putting the objection in the record ? 
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Mr. Knox. It is an objection. If you care to comment on it, it is 
your privilege. 

Mr. Cuuporr. I will comment on that later. 

I have sent for a copy of the second power report. In order to read 
the exact words that are in the report, I will wait for the report. 

I want to ask you one question, Mr. Tudor. 

If you will refer to the memorandum of November 26 which you 
addressed to Don Willis, I would like to read from the second para- 
graph of that letter in which you say: 

This is the type of thing we’ve been pounding on for years—all pointed toward 
the New Deal and finally the Fair Deal; it would have been a fitting climax to 
our efforts to have sent this booklet to Arizona homes in October. 

Now, by “October” you probably meant October 1952 rather than 
after the election ? 

Mr. Tupor. That is right. 

Mr. Cuvuporr. And also it appears that you have been sending out 
pamphlets and news releases and advertisements prior to that, be- 
cause you say “* * * it would have been a fitting climax to our 
caw” 

In other words, this would have been the end of an effort that you 
had exerted over a period of time; is that what you meant by that? 

Mr. Tupor. As I explained the other day, our efforts were primarily 
by personal and word-of-mouth contacts in an effort to give our posi- 
tion with respect to the Federal power policy. 

Mr. Crvporr. You mean by “word of mouth” that you were can- 
vassing people, talking to them, ringing doorbells? 

Mr. Tupor. No; we were not doing any formal canvassing. 

Mr. Cuuporr. Just issuing statements? 

Mr. Tupor. No; we were not issuing statements. Just in conversa- 
tions with people with whom we came in contact. 

Mr. Cuuporr. In other words, every time you met somebody, you 
would tell them how you felt about this power situation; and every 
time one of your officers or directors met somebody, he talked to them 
about it ? 

Mr. Tupor. No; not every time we met somebody, we did not. 

Mr. Cxuporr. Who would you talk to about these things? That is 
what I am trying to find out. 

Mr. Tuvor. Talked to various of our friends, relatives, and ac- 

uaintances about it. It certainly was not a rule that everybody in 
the company every time they met somebody gave their views on the 
Federal power policy; but we wanted to make known the way we felt 
about the Federal power policy, so if the occasion came up, why, we 
certainly felt that we were entitled to give our position in respect to 
that policy. 

Mr. Cuuporr. Now, Mr. Knox, I just want to comment on your 
statement that you object to any of these booklets and letters and 
things being put into the record. 

On page 10 of the second power report under “Recommendations,” 
subparagraph (6), the committee adopted this recommendation, and 
I quote: 


Congress launch a full-scale joint investigation by both Houses of the organ- 
ized effort— 
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this is not the one I wanted. Where is the one that was corrected ? 

Mr. Pertman. There are no other committee prints available. 

Mr. Jonas. Mr. Chairman, you started to read the one that the 
committee rejected. 

Mr. Cuuporr. That is right; and I want to get the proper wording. 

Anyway, I believe the way it was adopted was: 

Congress consider a full-scale joint investigation by both Houses to determine 
whether or not there is an organized effort of the private power companies to 
influence the Federal administration, the Congress, the governments of the 
States, and the political life of the Nation. 

Now we are not prejudging this particular case at all. 

What we are doing is getting the facts; and after we get the facts, 
we will be able to report back to the Congress as to whether or not 
any organized effort of this kind to influence power policy is being 
made. 

Mr. Knox. Mr. Chairman, my objection was to the fact that the 
Arizona Public Service Co., Mr. John T. Kimball, executive vice 
president, received a communication informing him that the docu- 
ments referred to have been mailed to the directors. Have you any 
objection to that? To the librarians, to the business leaders, and to 
the press? 

Mr. Cuuporr. There is no objection to anything—nobody objecting 
to anything. 

Mr. Knox. It is public. I do not know any reason why—my objec- 
tion is based on the fact that this is public information and it had 
gone out to the press. 

If it is public information there is no reason why it should not be 
in the record. Why should you want to duplicate things at this 
hearing? 

Mr. Cuuporr. Except that we are going to have to make some 
conclusions and perhaps recommendations as a result of these hear- 
ings, according to the recommendations made in paragraph No. 6 of 
the recommendations in the second power report. That is the only 
thing. If this is a matter of public record, then certainly there should 
be no objection to its going into our record. 

Are there any further questions ? 

Mr. Jonas. I had just one question I wanted to ask. You have the 
same surname as Ralph Tudor who at one time was Under Secretary 
of the Interior, I believe. 

Mr. Tupor. Yes, sir. 

Mr. Jonas. Are you related to him ? 

Mr. Tupor. No; I am not. 

Mr. Jonas. That is all. 

Mr. Lanican. Could we put this last memorandum which I read, 
on the stationery of the Arizona Public Service Co. and signed “John 
T. Kimball,” starting out “The tremendous growth,” into the record ? 

Mr. Cuuporr. Without objection, it will be admitted into the record. 
We are not going to put the whole book in, just the letter of trans- 
mittal. 

(The memorandum referred to is as follows :) 

ARIZONA PuBLIc SERVICE Co., 
Phoenix, Ariz. 
The tremendous growth over the past 20 years of federally produced electric 


energy, and the master blueprint for the socialization of the electric power 
industry are graphically shown in the enclosed Federal Power Program booklet. 
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Since all of us are vitally concerned with the role of government in business, 
I believe you'll be especially interested in this booklet. 


As you will note, the booklet was prepared to acquaint key people in the new 
administration with the magnitude of this situation. 


JOHN T. KIMBALL, 
Executive Vice President. 


Mailed to directors, librarians, 200 top business leaders, press. 
Mr. Cuuporr. That is all, Mr. Tudor. Thank you. 


Mr. Jonas. May I inquire why you are not putting the book in? 
Mr. Cuuporr. The book is already in. This is the revised book. 


There were two books. There was the original book and the revised 


book, which is already in. The book went in right at the first hearing. 

Thank you, Mr. Tudor. 

Mr. Tupor. Am I free to go home now? 

Mr. Cuvuporr. You don’t want Mr. Tudor to remain? 

Mr. Jonas. No; Iam very glad to cooperate with him. 

Mr. Cuvuporr. Mr. Thomas E. Roach, please. 

Mr. Roach, would you raise your right hand? 

Do you solemnly swear that the testimony you are about to give 
before this subcommittee shall be the truth, the whole truth, and 
nothing but the truth, so help you God ? 

Mr. Roacu. I do. 

Mr. Cuuporr. What is your full name, sir? 


TESTIMONY OF THOMAS E. ROACH, PRESIDENT, IDAHO POWER CO. 


Mr. Roacu. Thomas E. Roach. 

Mr. Cuuporr. And your address ? 

Mr. Roacu. Boise, Idaho. 

Mr. Cuuporr. Would you have a seat, please. 

Mr. Lanigan ? 

Mr. Lanican. Would you state for the record what your present 
position is, sir? 

Mr. Roacu. I am president of the Idaho Power Co. 

Mr. Lanican. And how long have you been president of the Idaho 
Power Co. ? 

Mr. Roacu. Since February of 1948. 

Mr. Lanican. And what were you doing immediately prior to that 
time ? 

Mr. Roacu. Well, from August of 1947 to February of 1948 I was 
executive vice president and general manager of the Idaho Power Co. 

Mr. LaniGan. Did you come to the Idaho Power Co. in August of 
1947 ? 

Mr. Roacn. I did. 

Mr. Lanigan. And from what company did you come to the Idaho 
Power Co. ? 

Mr. Roacuw, From the Northwestern Electric Co. in Portland, Oreg. 

Mr. Laniean. Now, in connection with the subpenas which were 
issued to you and to Mr. Kimball, you were asked for documents re- 
lating to the preparation of the booklet which you have in front of 
you, entitled “Federal Power Program.” In response to the subpena, 
all the material that was submitted by you and by your company 
consists of reprints of various documents plus one letter which is 
evidently a mimeographed sheet sending a document entitled “Hydro- 
electric Power,” a printed document, to company supervisors and that 
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particularly printed sheet is signed “Robert F. Ball.” Was that all 
the material you had in your iiles relating to this booklet ? 

Mr. Roacu. It was all of the material that was readily available 
tome up to the time I left Boise, Mr. Lanigan. 

Mr. Lanican. So there may be other material; is that correct? 

Mr. Roacn. Well, there is a remote possibility but not a very likely 
possibility. I had, I think, 1 day before I left Boise to institute an 
examination of our files. 

Mr. Cuuporr. Mr. Lanigan, would you just hold your questioning ¢ 
There is an automatic rollcall on the civil rights bill. 

Mr. Jonas. May I offer a suggestion off the record? 

(Discussion off the record. ) 

Mr. Cuvuporr. The subcommittee will now recess until 2 o’clock, 
at which time the room we will meet in will be announced. 

(Whereupon, at 11:05 a. m., the subcommittee was recessed, to 
reconvene at 2 p.m. of the same day.) 

(The subcommittee met at 2:10 p. m. in room F-16 of the Capitol.) 


AFTERNOON SESSION 


Mr. Cuuporr. The subcommittee will be in order. 

Would Mr. Roach come up here and take this chair directly in front 
of me, please ? 

Will you proceed, Mr. Lanigan ? ; 

Mr. Lanigan. Yes. I think when we stopped this morning we were 
discussing the documents that you had brought in response to the 
subpena. When did you leave Boise to come back here ¢ 


FURTHER TESTIMONY OF THOMAS E. ROACH, PRESIDENT, 
IDAHO POWER CO. 


Mr. Roacu. A week ago Saturday. 

Mr. Lanican. And according to the marshal you were served on 
Wednesday, July 11, about 4: 30 in the afternoon ? 

Mr. Roacu. Somewhere between 4:30 and 5 o’clock. I had just 
gotten back into town. 

Mr. Lanican. Could you tell us what efforts you made to locate the 
material called for in the subpena ? 

Mr. Roacu. Well, I was not in a position to make very much effort 
on Thursday, Mr. Lanigan, because it was the quarterly meeting of 
our board of directors and I was tied up all day Thursday in those 
meetings, and I started the ball rolling with my secretary and our 
publicity department on Thursday when I came to the office to begin 
to review our files and see what was available in those files that would 
fit the specifications in the attachment to the subpena. 

Mr. Lanican. Do you have any rule at your company about destroy- 
ing material after a certain length of time, correspondence and such ? 

Mr. Roacu. We do. On all routine file matters, at the time the 
current file every year is transferred to a permanent transfer file, we 
dispose of all routine material, acknowledgments to letters and letters 
that have no particular bearing on a continuing problem or policy or 
matter that would require their availability for reference. 

Mr. Lanican. I have two letters here which were put in evidence 


when Mr. Raff testified of the Montana Power Co. One is a letter 
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of March 20, 1953, addressed to Mr. Corette and signed “Tom” and Mr 


the other is a letter of March 30, 1953, addressed to “Mr. Corette and & py th 
signed “Tom” on the stationery of the Idaho Power Co. I wonder if “Mi 
you would look at those and tell us whether or not that is your signa- FB you 
ture on there ? s Mi 
Mr. Roacu. They both are; yes. M 
Mr. Lanican. Would you normally have a carbon copy of a letter Bread. 
of this type made at the time you write it? ; M 
Mr. Roacu. Well, in some instances, yes; in some instances, no, Mr. J to th 
Lanigan. I kind of leave it up to my ‘secretary to determine whether F you: 
or not she makes copies of routine letters or whether she does not. : M 
Mr. Lanican. You mean you send out some letters without keeping Ff M 
a carbon in your office ? » mak 
Mr. Roacu. Well, thank you notes and notes of acknowledgment [serv 
that there is no particular need for keeping them. I am not pr epared s M 
to say “Yes” or “No” ina broad general answer to you. » Uni 
Mr. Lanican. I notice at the bottom of the page it has the initials kno 
“TER: C,” Lassume“C” is the name of your secretary ? F serv 
Mr. Roacn. Her name is Clark. » out 


Mr. Laniean. Is she still your secretary ? 

Mr. Roacu. She is. 

Mr. Lantcan. Do you know whether or not she looked at the files to 
which this correspondence might have been transferred when she 
checked to get the material subpenaed ? 

Mr. Roacu. Well, I cannot say positively, but I assume she did. I 
left word to continue to review our file after I left; and if anything 
came to light that I should have with me that would fit the specifica- 
tions, it would be sent to me. 

Mr. Lanican. Have you checked with her since you left? 

Mr. Roacu. Yes; I checked a couple or 8 days after I got here. Up 
to that time here had been nothing found in the files that would fit 
those specifications. 

Mr. Jonas. Mr. Chairman, before we go further, may I see the 
subpena ? 

Mr. Cuuporr. Surely. Do you have the subpena, Mr. Lanigan ? 

Mr. Lanitcan. Yes; I have it right here. 

Mr. Jonas. Go ahead. 

Mr. Lantean. Mr. Raff also presented a copy of a document which 
was 2 breakdown of the costs of the booklet on the Federal-power 
program and he stated that he had sent this breakdown to each of the 
companies involved. Have you seen that breakdown before. 

Mr. Roacn. Well, I have only seen it, Mr. Lanigan, to the best of 
my recollection, from thumbing through the stuff that Mr. Raff had 
here last week. 

Mr. Lanican. What department would that go to in the company? 

Mr. Roacn. Well, if that was the basis of a billing, for example, if 
that is all we would receive as the basis for a billing for our part of 
the cost of the booklet, it would probably be found in the accounting 
eae attached to the voucher covering the remittance to Mon- 

tana Power for whatever our proportion of the cost of the booklet was. 

Mr. Lanican. Could you check with the billing department and 
continue to check further in the records to see if these items and any 
other items can be found ? 

Mr. Roacn. Yes; I would be glad to. 
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Mr. Lanigan. And would you notify the committee, send us a letter 
by the end of next week on what you have been able to find? 

“Mr. Jonas. Mr. Chairman, before you start something else, I think 
you ought to make it clear what it is you want. 
" Mr. Cuuporr. What we are trying to do—— 

Mr. Jonas. You do not need carbons of the originals that you al- 
ready have. There is no use in having him look for that. 

Mr. Lanican. We are speaking of additional material in response 
to the subpena. I believe you have a copy of the subpena either with 
you or at your office ? 

* Mr. Roacu. I do have. 

Mr. Jonas. While we have interrupted the witness, I would like to 
make an inquiry. How did this subpena get to Boise, Idaho, and be 
served on July 11 when it was not even issued until July 10? 

Mr. Cuuporr. It was sent to Boise, Idaho, by me airmail to the 
United States marshal. Once we dropped it in the mailbox I do not 
know; maybe it caught a plane and got there the next day, and he 
served it the same day he got it. All I can tell you is that I sent it 
out airmail with a letter of transmittal over my signature. 

Mr. Jonas. On the 10th? 

Mr. Cuuporr. Whatever the date is on there. 

Mr. Jonas. The 10th of July and it shows that by 4:20 the next 
afternoon it had been served and a letter returned. 

Mr. Pertman. You usually have good air service between Washing- 
ton and Boise. 

Mr. Cuuporr. They probably would have no trouble in finding your 
office in Boise? 

Mr. Roacu. No. 

Mr. Cuuporr. All I know is we mailed it on the day stated because 
Mr. Dawson had to sign it. 

Mr. Jonas. I think the Post Office Department ought to receive a 
letter of commendation for that fast service. Was it sent special 
delivery to the marshal? 

Mr. Pertman. No, sir, but what we did, Mr. Jonas, was to deliver 
it to the post office at the airport, which insured faster service. 

Mr. Jonas. Oh, by manual delivery to the airport. 

Mr. Pertman. That is right, sir. 

Mr. Laniean. It was delivered at the airport by someone from our 
office and dropped in the mail there. 

Mr. Jonas. I was just wondering. Sometimes I do not get that fast 
service between here and home and it is a much shorter distance than 
from Washington to Boise, Idaho. 

Mr. Cuuporr. I think probably the plane service is better to Boise, 
Idaho, than to your home. 

Mr. Jonas. It takes me 30 minutes to get to Charlotte, daylight- 
saving time. I get past Richmond before I leave here. 

Mr. Cuuporr. I know one thing, I probably could get to New York 
about 40 or 50 times a day from Washington, but I can only get to 
Philadelphia 3 or 4 times. 

Mr. Jonas. I did not mean to waste much time on that. 

Mr. Lantean. I wonder if you would look at this booklet which we 
have called the original booklet entitled “The Federal Power Pro- 
gram,” that is, the copy that was prepared for delivery to the Secre- 
tary of the Interior. Could you tell us when the officials of the five 
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Rocky Mountain companies involved, on which we have had testi- 
mony, including the Idaho Power Co., decided to have a booklet of 
this nature prepared ¢ 

Mr. Roacu. Well, to the best of my recollection, Mr. Lanigan, and 
I have nothing to tie an exact date to, it is just an approximate date, 
it was sometime very late, I am sure, in the summer of 1952 or early in 
the fall of 1952. 

Mr. Lanican. And was there a meeting held at which time it was 
decided to have a booklet such as this prepared ? 

Mr. Roacu. Well, I think as Mr. Raff testified—and incidentally 
among other things I have not been able to find in my files a single 
copy of the red booklet either—it has been customary for the Rocky 
Mountain group to get together at irregular intervals, mostly in Salt 
Lake City. I do not recall that we have ever met anywhere else 
because that is the most convenient point. And there were present, 
there are as a rule present at those meetings the president of the 
various companies making up the so-called Rocky Mountain group. 
Public Service of Colorado; the Montana Power; the Utah Power & 
Light; our own company; Arizona Public Service, and occasionally 
1 or 2 of the other smaller companies. 

Mr. Lanican. Do you recall whether those presidents were at the 
meeting at which this booklet was decided upon ? 

Mr. Roacn. Well, I am sure that most of them were there. I am 
not positive about every single one of them having been there but 
I am sure the majority of them were there. 

Mr. Lanican. Do you recall who it was that suggested that such a 
booklet be prepared ? 

Mr. Roacu. No;I donot. That is 314 years ago or more. I have 
no recollection as to the details of who suggested the booklet or 
urged it. 

Mr. Lanican. Did you take the initiative yourself in the prepara- 
tion of this booklet ? 

Mr. Roacu. No; I did not. 

Mr. Laniean. A president of one of the other companies? 

Mr. Roacu. Mr. J. E. Corette, president of the Montana Power Co. 

Mr. Lanican. He is the one who took the initiative, and it was 
decided that he would have the booklet prepared ? 

Mr. Roacu. That is right. 

Mr. Lanigan. Was there any discussion at that time as to the sort 
of the figures and factual material which would be put into the 
booklet ? 

Mr. Roacu. No. My recollection is that there was a general dis- 
cussion as to what the contents of the book should be, and then when 
Mr. Corette agreed that he had the time to undertake the details of 
the preparation and supervise it, the job was turned over to him 
completely to proceed, as in his good judgment he thought best, to 
get the booklet prepared and completed. 

Mr. Lanican. What was the reason for preparing the booklet at 
that time? 

Mr. Roacu. Well, as I recall it, the feeling generally was that 
undoubtedly there would be new faces in the picture as a result of the 
fall elections, who would be in large part wholly unfamiliar with the 
overall power problem, the extent to which the Federal Government 
had embarked in the power business, and that it would be a construc- 
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tive and a desirable thing in pursuit of our efforts to present the 
picture not only to the new Members of the Congress, if need be, but 
also to the new administrators of the overall policy of the Govern- 
ment in factual form, in a sort of abbreviated fashion what the trends 
had been in the expansion of the Federal Government in the field of 
commercial power generation and distribution over a period of years. 

Mr. Lanican. When you speak of your “efforts” I assume you mean 
the efforts of the presidents of the 5 companies and the 5 conipanies 
themselves; is that correct # 

Mr. Roacu. Well, so far as this particular booklet and this par- 
ticular group is concerned, I am speaking in terms of the presidents 
of those particular companies. 

Mr. Lanican. Were there any specific problems that you were con- 
cerned with at the time in the discussion of which you felt this booket 
would be useful ? 

Mr. Roacu. The only problems that we were thinking of, of course, 
were the continued efforts and activities of the Federal departments 
involved to further expand their power activities. 

Mr. Laniean. Did you have an opportunity to review the booklet 
during its preparation ? 

Mr. Roacn. No; I do not think I did have an opportunity to review 
the booklet during its preparation. I think I had an opportunity to 
look at the final draft before it was sént to the printers for final prepa- 
ration. 

Mr. Lanican. Do you recall at what time you saw the final draft? 

Mr. Roacu. No, I do not. 

Mr. Laniean. Now, in this letter of March 20, 1953, to Mr. Corette 
you stated : 

I am very much pleased with the Federal power booklet, which accompanied 
your letter of March 13, and have no comments other than to say thanks for 
taking the lead in getting the job so well done. 

Because I understood Secretary McKay was away from Washington until 
the 22d on a trip to the Virgin Islands, I assume you were not successful in 
making a personal contact before you left the East. 

I would gather from that letter that as of March 20 the booklet 
had been completed ? 

Mr. Roacu. I would, too. 

Mr. Lanican. And I notice you refer to the possibility of Mr. 
Corette making a personal contact with Mr. McKay. Was there any 
arrangement among the officials of the five companies involved con- 
cerning the presentation of the booklet ? 

Mr. Roacu. No; I think not. My recollection of the arrangements 
is that each one of us had frequent occasion to come East and come 
to Washington, and that it was left rather informally that as one 
of us was making the trip to Washington, we would take advantage 
of our presence in the East and in Washington to hand a copy of this 
booklet to some one of the administrative members of the Interior 
Department. 

Mr. Lanican. How many copies of the original booklet were de- 
livered to you? 

Mr. Roacn. I really do not know, Mr. Lanigan. I do not have any 
recollection on that, but I would guess probably 2 or 3. 

Mr. LaniGan. So you had more than one copy; is that right? 
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Mr. Roacu. Well, I assume I must have because I certainly was 
given a copy to carry with me to Washington and undoubtedly I was 
given a copy for my files. 

Mr. Lanican. You say at present you were unable to locate a copy 
in your files; is that correct ? 

Mr. Roacu. I have not been able to locate a copy in my files. 

Mr. Laniean. I have a letter dated March 30 to Mr. Corette, which 
has alréady been put in evidence and I think you have seen, which 
states : 
for the present, at least, I am sure that we will not need any additional 
copies of the book prepared for presentation to Secretary McKay. 

Could you explain the occasion for writing that letter? 

Mr. Roacu. Well, undoubtedly I received a telephone call saying 
that either they were going to have some additional copies printed or 
had some extra copies, and an inquiry was made to me whether I 
wanted any extra copies. 

Mr. Lanican. After you wrote the letter to Mr. Corette, in which 
you said you assumed that he had not been able to present this docu- 
ment to Mr. McKay, had you occasion to check with him further on 
whether or not he had presented the booklet to Mr. McKay? 

Mr. Roacu. I do not remember having done that, Mr. Lanigan, al- 
though I might well have in a conversation over the telephone with 
Mr. Corette asked him whether he had or not. But at the present 
moment I do not have any recollection of the specific conversation 
with him on that particular point. 

Mr. Lanican. And following March 20, 1953, did you come your- 
self to Washington, D. C.? 

Mr. Roacu. | am sure I did. 

Mr. Lanican. Could you tell us about when you came? 

Mr. Roacu. No; I cannot tell you exactly. I think that you do have 
a letter there. 

Mr. Lanican. I have a letter that indicates you were in Washing- 
ton at least on April 15, 1953. 

Mr. Roacu. Yes; I am sure that is correct. 

Mr. Lanican. Did you see the Under Secretary at that time? 

Mr. Roacu. Mr. Tudor? 

Mr. Laniean. Yes. 

Mr. Roacu. I did. 

Mr. Lanican. Did you see Secretary McKay at that time? 

Mr. Roacu. No; I did not. 

Mr. Lanican. Did you take a copy of the booklet with you to Mr. 
Tudor ? 

Mr. Roacu. My recollection is that I did take a copy of the booklet 
to Mr. Tudor, and presented it to him. 

Mr. Lanigan. Had you known Mr. Tudor before he became Under 
Secretary of the Interior? 

Mr. Roacu. Yes; I had. 

Mr. Lanican. Could you tell us when you had met him and your 
previous acquaintance with him? 

Mr. Roacu. While I was living in Portland, Oreg., Mr. Tudor, as 
I recall it, at that time was Colonel Tudor of the United States Army 
Engineers, and in charge of the Pacific northwest division for the 
engineers. I think his title was division engineer, and I had occasion 
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to meet him, in a business way only, in a number of instances while 
I was in Portland, while he was still living in Portland. 

Mr. Laniean. This was while you were, I believe you testified, vice 
president of the Northwestern Electric Co.? Maybe I do not have the 
name right. Is that the correct name? 

Mr. Roacn. Yes; that is correct. 

Mr. Lanican. And as a vice president of that company you had 
business from time to time with Mr. Tudor? 

Mr. Roacu. I do not recall that I had any specific business with Mr. 
Tudor in the Army engineers while I was with Northwestern Electric, 
although we did have some plants on navigable streams there. I do 


not now recall 
Mr. Lanigan. What was the occasion for your meeting with Mr. 


Tudor? 

Mr. Roacu. Oh, I would see Mr. Tudor at Rotary Club gatherings, 
and we had various meetings where we both happened to be invited 
to attend, chamber of commerce and otherwise. 

Mr. Lanican. Did you ever have Mr. Tudor visit you at your home? 

Mr. Roacn. Never have. 

Mr. Lanican. Did you ever visit his home? 

Mr. Roacu. Never did. 

Mr. Lanican. After the war and after Mr. Tudor left the Army 
but before he became Under Secretary, did you have any occasion to 
meet with him 4 

Mr. Roacu. I think our paths crossed once or twice in that interval. 
I am sure they did. 

Mr. Lanican. Do you recall the occasions for those meetings ¢ 

Mr. Roacu. Well, I think Mr. Tudor was a consulting engineer in 
connection with construction of some bridges across the Columbia 
River up near The Dalles. He would be back and forth in Portland. 
and I would see him there; and I have had occasion in San Francisco 
on 1 or 2 instances, I think in one case I passed by his office just 
to greet him and on another occasion I was in the Engineers Club in 
San Francisco where he came in for lunch, and I saw him and passed 
the time of day with him. There may have been 1 or 2 other occa- 
sions when I might have seen him in San Francisco just in passing. 

Mr. Laniean. Following the time that his selection as Under Sec- 
retary was announced but before he was confirmed, did you have occa- 
sion to meet with him ? 

Mr. Roacn. May I have that question again ? 

Mr. Laniean. Before confirmation but following the announcement 
of his selection as Under Secretary ? 

Mr. Roacu. Yes; 1 think I saw him in San Francisco following that. 

Mr. Lanican. Did you go down to San Francisco to speak to him # 

Mr. Roacu. Let’s see, I cannot tell you exactly, because we were in 
the midst of preparing for our Federal Power Commission hearing in 
connection with our license application for our three projects on the 
Snake River. 

Mr. Laniean. That is the Hells Canyon project or the three-dam 
project which involves Hells Canyon ? 

Mr. Roacu. In the Hells Canyon area, and I had occasion to go down 
there a number of times to see the staff of the Federal Power Commis- 
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sion on engineering and preparatory matters. I know at least on one 
of those occasions I had a long visit with Mr. Tudor. 

Mr. Laniean. Did you discuss your position on the Hells Canyon 
situation with him at the time? 

Mr. Roacu. Well, I am sure that I reviewed with Mr. Tudor and 
with others down there our general program for development, our 
plan, the type of projects we were going to build and their size, and 
our proposed building schedule. 

Mr. Laniean. Did you discuss the controversy—I think that is a 
correct word for it—between the Idaho Power Co. and the Interior 
Department before the Federal Power Commission ? 

Mr. Roacu. No; I do not recall that I did do that because I am sure 
Mr. Tudor was very familiar with that phase of it. 

Mr. Lanican. Why were you sure that he was familiar with that 
phase of it? 

Mr. Roacu. Weil, I am sure that anybody who was connected with 
the Army engineers, or has been over the years, was intimately familiar 
with it because both the Army engineers and the Bureau of Reclama- 
tion were jointly working on reports in which our particular plans had 
to be an integral part of their understanding and studies. 

Mr. Laniean. At the time you went in to see Mr. Tudor on April 15, 
1953, and took a copy of the booklet along with you, had you at- 
tempted to see Secretary McKay and discuss the booklet with him? 

Mr. Roacu. No; I had not. 

Mr. Lanican. Had you attempted at any time to see Secretary Mc- 
Kay to discuss the booklet with him ? 

Mr. Roacu. No; I have not. 

Mr. Lanican. What was your occasion for going in to meet with 
Ralph Tudor on — 15, 1953? 

Mr. Roacu. Well, I cannot answer that specifically, Mr. Lanigan. 
I met with Mr. Tudor on 3 or 4 occasions 1 of which was to review 
for him our plans for integrating these 3 new projects with Pacific 
Northwest power pool physically. 

On another occasion I received a query either from Mr. Tudor or 
from one of his assistants for information as to the rates we were 
charging for electric furnace operation in eastern Idaho in con- 
nection with elemental phosphorus and phosphate development, and 
on another occasion I sought an interview with Mr. Tudor for the pur- 
pose of outlining to him the overall power situation in our particular 
part of the service area and in the Rocky Mountain area in general. 
It was in connection with one of those sessions that I delivered I am 
sure a copy of this booklet to him. 

Mr. Lanigan. When you delivered the booklet to him, did you 
discuss the contents with him? 

Mr. Roacu. I do not recall that I did discuss the contents other than 
to outline for him what the contents of the book were, because each 
time I saw Mr. Tudor, it was rather early in his activities there, and 
I don’t recall any time that Mr. Tudor ever gave me more than 10 
minutes at the outside for a meeting with him. 

Mr. Lanican. At the time you presented the booklet, did you dis- 
cuss the problems of the Rocky Mountain companies in connection 
with the Federal power program in addition to just outlining the 
contents of the booklet ? 
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Mr. Roacu. Well, specifically now what are you referring to? 
Mr. Laniean. I am referring to several problems. I will just enu- 
merate a few and then maybe you can tell me. One might be the 
recapture provisions that were being put into contracts with the private 
utility companies for Federal power. 

Another might have been the Hells Canyon controversy, which 
was already mentioned. 

Another might have been the right-of-way regulations with which 
you have recently had litigation, the regulations which required the 
power companies crossing Government lands to wheel Government 
power. 

Another might be the American Falls power project and the desire 
of the Idaho Co. to put in an additional generator at American Falls. 

Do you recall if you discussed any of those items? 

Mr. Jonas. Mr. Chairman, before he answers that, is that within 
the scope of this inquiry ? 

I thought this inquiry was directed to the preparation, distribu- 
tion, and handling of that red book ? 

Mr. Cuuporr. Oh, no, no. This inquiry is not limited to that book. 
It extends to the effectiveness of this meeting on problems affecting 
the power policies of the United States. 

Mr. Jonas. In what document are we given that blanket jurisdic- 
tion ? 

Mr. Cuuporr. It is the recommendation—have you got the second 
power report? 

Mr. Jonas. You do not need to read that. I know all about that. 
That is nothing but a recommendation. Now, where is the jurisdic- 
tion of this committee to go into all of these other activities? I under- 
stood that it was confined to this book. 

Now you are going into power line regulations, recapture clauses. 

Mr. Cuuporr. Paragraph No. 6 of the recommendations of the 
second power report states that— 

Congress should launch a full-scale investigation by both Houses to deter- 
mine whether or not there is an organized effort of the private power compa- 
nies to influence the Federal administration, the Congress, the governments of 
the States, and the political life of the Nation. 

Mr. Jonas. I understand. But this is not in pursuance of that 
recommendation because it is quite in conflict with it. That was 
merely a recommendation that Congress authorize a joint investiga- 
tion. This is certainly not joint. 

Mr. Cruporr. But it does not say “joint.” It says by both. 

Mr. Jonas. I thought you said “joint”. 

Mr. Cuuporr. Yes, the actual language does read “joint investiga- 
tion.” 

Mr. Jonas. More than that, where is the assignment to this com- 
mittee by anybody? Where do we get our authority to act? That is 
a recommendation. We are acting on our own recommendation here, 
it seems to me. 

Mr. Cuuporr. We get our authority from the rules of the Com- 
mittee on Government Operations. I think we had that problem raised 
either by you or Mr. Hoffman on at least 10 occasions, at which time 
I read the rules. 

Mr. Jonas. What is the rule? 
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Mr. Cuuporr. There is nothing in the rules that says I have to go 
to the committee for the authority. 

Mr, Jonas. Where did you get the authority ¢ 

Mr. Cuuporr. The chairman of the full committee—— 

Mr. Jones. Let me see a copy of it. 

Mr. Cuupvorr. What do you mean, in writing ? 

Mr. Jonas. Yes. 

Mr. Cuuporr. No, it was by discussion with him. 

Mr. Jonas. I make the point of order that you cannot operate under 
oral instructions from somebody. We have to have some document 
that spells out our jurisdiction. 

Mr. Cuuporr. Do you have a copy of the rules? 

Mr. Jonas. I have a copy here. Otherwise it would be wide open. 
There has got to be some limit to this thing. 

Mr. Cuuporr. I would like to read from rule 12 of the rules of the 
Committee on Government Operations, 84th Congress. 


The staff of the committee shall be subject to the direction of the chairman 
and shall perform such duties as he may assign. 


Then again the rule reads: 


The chairman shall have authority to establish subcommittees and to assign 
to them such functions as he may deem advisable. The chairman shall have 
authority to refer bills, resolutions, and other matters to appropriate sub- 
committees for consideration or investigation, * * * 

Mr. Jonas. What has the chairman referred to this subcommittee? 

Mr. Cuvuporr. The chairman spoke to me personally and asked me 
to have some hearings to determine whether or not there was an organ- 
ized effort on the part of the private power companies to influence 
the Federal administration, and so forth. JI think we have had that 
question raised. 

Mr. Jonas. This is slightly different from the one I raised before. 
The one I raised before ha as been questioning your authority to embark 
on an investigation, or the lack of consideration for the minority, 
without consulting us and giving us an opportunity to know that such 
an investigation was in progress. 

That is not the basis of this objection. I think we need to know, 
we have got to have some ground rules for this thing and know 
the extent to which we are embarking on a brandnew investigation. 

Mr. Cuuporr. I believe that all the 4 or 5 points that Mr. Lanigan 
raised when he asked the witness what he was in to see Mr. Tudor 
about were certainly operations of the Government and its executive 
departments and we certainly have a right to look into it. 

Mr. Jonas. I do not think we have. Aren’t you getting into the 
field of investigating lobbying? 

Mr. Cuvporr. No, this is not a question of lobbying. What we are 
trying to find out is ‘whether or not the Rocky Mountain State power 
companies or association of the power companies, as a result of the 
things they did or tried to do, affected the public power policy of the 
United States. It may be that after we get through with all the 
facts and have studied the record, and if we > determine that they did, 
we will write a report to that effect. If you do not agree with the 
majority, you have the right to file a minority report or separate views 


or whatever you want to file. 
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Mr. Jonas. I understand that. I am not objecting to any lack of 
opportunity to examine witnesses or file minority reports. I am just 
raising the question as to whether, in view of these last few questions, 
it looks to me as if we are embarking on a considerably broader field 
than I understood was in contemplation. The subpena does not deal 
with anything of that sort. It restricts itself to the preparation of 
this booklet. 

Mr. Cuvuporr. Frankly, I want to say this to you: That the book 
is related to all those matters. I mean the purpose of the book was to 
show what was wrong in the opinion of the Rocky Mountain States 
companies with the power policy of the United States. The same is 
true of all those different things that Mr. Lanigan raised in the last 
question of the witness. 

Mr. Jonas. I do not think our committee even has the responsibility 
or the jurisdiction under the Reorganization Act to investigate lobby- 
ing, and that is evidently what this is turning into from the last few 
questions directed at this witness. 

Mr. Cuuporr. I want to say this to you: That so far as I know 
the definition of lobbying is to try to convince a legislative body for 
or against a specific piece of legislation, and this company never came 
to the Congress. 

What they did was wait until right before the election, because Mr. 
Roach said he thought there might be some new faces, and then went 
in after the election and distributed this. 

I am just wondering whether, if the Democrats had won the 1952 
election, they would have even bothered to bring the book in. 

Mr. Jonas. Let’s don’t speculate. We are to keep an open mind 
you know, since you say you have not made up your mind. 

Mr. Cuvuporr. I have not made up my mind. 

Mr. Jonas. Let’s keep it in that field and keep it out of the political 
arena. I am raising a serious question here as to whether this sub- 
committee as presently constituted has any authority or jurisdiction 
todothis. Yousaid you think it does, and then I said, “Let me see it.” 

Mr. Cuuporr. You said you wanted to see an authority in writing. 
I told you we do not have an authority in writing. All I said was 
the chairman called me in, discussed this with me, and authorized 
me to have an investigation and proceed with the hearings. He cer- 
tainly has a right to do that under the rules of the committee and also 
under the Reorganization Act. 

Mr. Jonas. I doubt if the committee itself has any jurisdiction in 
that field, and certainly I think any assignment of responsibility of 
this subcommittee should be in writing. 

The rule you read simply says that the chairman of the full commit- 
tee has authority to establish subcommittees and assign to them such 
functions. That does not mean assign to them specific investigation. 
The word “functions” is much broader than investigation of a par- 
ticular subject, so we can exclude that. 

Then wecome tothe restoftherule. Itsays: 

The chairman shall have authority to refer bills, resolutions, and other matters 
to appropriate subcommittees for consideration or investigation, * * * 

This is certainly not a bill; it is certainly not a resolution. 

Mr. Cuuporr. It is covered by “other matters.” 
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Mr. Jonas. “Other matters” might cover it if they were in writ- 
ing, but I do not think the chairman of the full committee can meet 
the chairman of a subcommittee in the hall or a corridor and say, “I 
want you to go and investigate something.” We need to operate on 
better rules than that. 

Mr. Cuuporr. There is no question, in my opinion, that you don’t 
have to have something in writing, unless it says you have to have it 
in writing. 

This could have very well read “* * * shall have authority to refer 
bills, resolutions, and other matters in writing. * * *” But it does not 
say that, and you cannot interpret it to mean in writing unless it says 
in writing. 

Mr. Jonas. Don’t you think for your own protection and for the 
protection of the chairman there ought to be some reference? I would 
like to see the referral of this matter in writing to this committee so 
that we could have some scope to it and know what it is we are 
investigating. 

Mr. Cuuporr. I told you that there was nothing referred to me in 
writing. I cannot show you something that does not exist. 

Mr. Jonas. I move that we suspend these hearings until you get 
a directive in writing. I see everybody perking up and taking notes. 
Let me make my position clear. I want it in writing so that we will 
know the sccpe of the investigation, so we will know what it is you 
intend to investigate and how far afield it might go. 

That motien is not made to delay or to obstruct or to sabotage—I 
think was the word you used the other day. It is made in good faith 
because I think a committee of Congress ought to have before it as a 
basis for its investigation a directive in writing from the chairman of 
the committee so everybody concerned will know what it is we are 
going into. 

There are too many opportunities for people not to remember when 
you just start investigations of this nature on the basis of oral, casual 
conversation. 

Mr. Cuuporr. The Chair is about to rule. Certainly the gentleman 
from North Carolina. has the right to express an opinion as to what 
his interpretation of the rules is. Of course, the chairman of the sub- 
committee is bound by,the rules of the full committee; and should the 
full committee have desired that all referrals for investigation be in 
writing, they would be incorporated in the rules. There is nothing 
in the rules that says anything about any referrals for investigating 
being in writing. Therefore the Chair overrules the motion to sus- 
pend the hearing. 

Mr. Jonas. May I have it clear that I said suspend the hearings 
until the scope of the investigation was in writing from the chairman ? 
I do not want the inference to be drawn that I am trying to stop the 
hearings or discontinue them indefinitely. I just think we ought to 
have some ground rules here. 

Mr. Cuuporr. I think it is very clear in the record as to why you 
asked for the suspension, and I want to say to the gentleman that I 
would make a suggestion: That in the next Congress, if the gentle- 
man feels that way, he certainly can move to amend the rules to provide 
that a direction for investigation by the chairman shall be in writing. 

Mr. Jonas. Off the record. 


(Discussion off the record. ) 
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Mr. CuuporF. I do not think Mr. Lanigan was off the scope of our 
investigation by asking the questions he : asked. 

Mr. Jonas. I do not know what was assigned to us. It does not say 
“assigned to the subcommittee chairman.” Its says the chairman of 
the committee shall assign to the subcommittee other matters for in- 
vestigation, but I have never been told by you or anybody else what 
the scope of the assignment was, what it covered, what it contemplated, 
or what its purpose was. 

Mr. Cuuporr. Mr. Jonas, you well know that the rules of the full 
committee are the rules of the subcommittee, unless otherwise pro- 
vided for. I have already ruled and I think I have made my position 
clear. 

Will you continue, Mr. Lanigan? 

Mr. Roacn. Mr. Chairman, before you proceed, if I heard correctly 
in your exchange of 

Mr. Cuvuporr. I want to say this to the witness without cutting him 
off: That what you think about the colloquy between the gentleman 
from North Carolina and myself does not matter. All you are here 
to do is to answer the questions. We cannot get into a general discus- 
sion of what the rules might be. If you have something to say on the 
merits of the question I will be very glad to listen to you. 

Mr. Roacu. I thought I heard a reference that this con ipany has 
done nothing before this booklet to bri ing the matter to the attention 
of the Congress. 

Mr. Cuuporr. I did not understand. 

Mr. Roacn. I said I thought I heard some statement there in your 
exchange with Mr. Jonas in reference to this: That this company had 
never done anything to bring the matter to the attention of Congress 
before this booklet here and I merely want to emphasize that for years 
not only Idaho Power but all the Rocky Mountain companies have been 
preparing booklets along somewhat similar lines for presentation to 
Members of Congress and to other people to bring to their attention 
not only the broad problem as we present it here but also the specific 
problems as they affect a particular company such as Idaho Power. 

Mr. Cuuporr. What you are trying to do is say that you do have a 
registered lobbyist 

Mr. Roacu. No; I do not attempt to say that at all. 

Mr. Cuvuporr. Doesn’t Idaho Power Co. have a registered lobbyist? 

Mr. Roaci. No; we do not. 

Mr. Jonas. If you will permit me, Mr. Chairman, what he was 
trying to say is that this was not the first time they had done this, 
prepared booklets of this sort. They have been doing it for years. 
He did not say anything about a registered lobbyist. 

Mr. Cuuporr. I do not question that. They certainly have a right 
to send anything they want to the Congress. Every day I must get a 
ton of material from people. 

Mr. Jonas. Well—nevertheless on that particular point I want to 
ask him to elaborate and tell the committee if you have ever sent 
similar material to any agency of the Government before this red 
book ? 

Mr. Roacu. I am sure that I personally, Mr. Jonas, discussed with 
not only Members of Congress but also members of the Interior De- 
partment dating from Mr. Ickes’ day matters with each one of them, 
matters exactly like this. 
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I do not recall at the moment whether to any one of them I formally 
presented a booklet, but I discussed it not only with the head of the 
Department but with various members of their staff. So it is an old 
story as far as I am concerned, and Idaho Power, as a method and 
a means of presenting either a problem we have or conclusions that 
we have reached which we want to bring to the attention of responsible 
members within the Government, both congressional members and 
members of the Department of the Interior. 

Mr. Laniean. I think I had asked you whether you had made any 
attempt to present the booklet to Secretary McKay and I believe you 
had testified that you had not; is that correct ? 

Mr. Roacn. That is correct. 

Mr. Lanican. Could you tell us how you happened to take it to Mr. 
Tudor instead of to the Secretary since the preface to the book in- 
dicates it was supposed to be presented to the Secretary of the 
Interior ? 

Mr. Roacn. I think the conclusion of our gathering in Salt Lake 
City at the time the booklet was decided upon was that we would 
present it not only to the Secretary of the Interior but to the various 
Assistant Secretaries. It just so happened that Mr. Corette was the 
first man going East as I recall it, and he undertook to present it to 
the Secretary and presumably did not have an opportunity to see 
Mr. Tudor and, at some subsequent date, I said, “Well, I am going 
East soon and I will undertake to present a copy to Mr. Tudor.” 

Mr. Laniean. Now, I think we also are at the point where we are 
discussing what other specific subjects you discussed at this meeting 
with Mr. Tudor on April 15, 1953, and I had enumerated a few. You 
had asked me what I had in mind and then I enumerated these. 

Did you discuss, and I will repeat now just so we keep it in our 
minds, the opposition of some companies to the recapture provision 
in the power sales agreements to private utilities, the Hells Canyon 
controversy, the possibility of the Idaho Power Co. installing gen- 
erators at American Falls or additional generators in their own “plant, 
and the regulation which required the private companies having 
powerlines crossing Government lands to agree to wheel Federal 
power on those powerlines ? Do you recall whether or not you dis- 
cussed any of those subjects with Mr. Tudor at the time you presented 
this booklet ? 

Mr. Roacnu. I do not recall that T did discuss any one of those sub- 
jects except I would be very much surprised if I did not hi ey some 
discussion with respect to the Hells Canyon situ: ition, because I do not 
think there is any time in the last 5 or 6 or 7 years that at each and 
every opportunity T had the time and the attention of somebody to 
talk about the Hells Canyon story, I did. So I would say that that 
is the one topic in there that I might have discussed. 

The other topics you mentioned I am quite sure I did not discuss 
with him. 

Mr. Lanican. Do you recall, whether you advocated the withdrawal 
of the Interior Department’s protest in the Hells Canyon case? 

Mr. Roacu. I do not recall having done that. 

Mr. Lanican. Now in this letter that Mr. Radigan testified you 
asked him to write, you stated that you had presented a copy of the 
booklet and had a very satisfactory meeting with Ralph Tudor. 
What did you mean by “a very satisfactory meeting” ? 
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Mr. Roacn. I think possibly the only thing I meant there was that 
he was courteous enough to give me the time to present him the book- 
let, to tell him a little ‘bit about the situation in the Rocky Mountain 
area; and I am sure this I told him, that over the whole history of 
power in the Northwest, we were the one area which was never short 
of power. We were the one group that came to the rescue of the Fed- 
eral system in Oregon and Washington during the hectic days of the 
war when they were short of power; and by reason of the fact that we 
were free agents to go ahead and develop our own resources, always 
were in a position not only to take care of our own needs but to come 
to the rescue of the Federal system in Oregon and Washington when 
they were in distress. 

Mr. Lanican. Does Idaho Power Co. purchase any power from 
the Bureau of Reclamation ? 

Mr. Roacu. Yes; we have had for almost 40 years, as I recall it, an 
interchange and wheeling arrangement with the Bureau of Reclama- 
tion which involves pretty largely the interchange of power. 

Presently I think our ‘contract—and this I have discussed in the 
early days with Mr. Tudor—our contract that resulted from the build- 
ing of Anderson Ranch Dam and subsequently Palisades, we provide 
the facilities for the transfer of power between the various Bureau 
projects and we do have in our agreement a responsibility to pur- 
chase from the Bureau such surplus power as they may have avail- 
able over and above their needs. I am sure that for the past several 
years we have purchased some quantities of various classes of power 
from the Bureau. 

Mr. Laniean. Now, after you met with Mr. Tudor on April 15, how 
long did you remain in Washington, D. C. 

Mr. Roacu. I really do not recall, Mr. ett gan. 

Mr. Lanican. Do you recall whether or not you went from Wash- 
ington to New York following the meeting ? 

Mr. Roacn. Well, I was making many tr ‘ips to New York, and still 
do, during that period. Undoubtedly that is what I did, but I am not 
positive about it. 

Mr. Laniean. Do you know a gentleman named Mr. R. F. Penman? 

Mr. Roacu. Yes; I do. 

Mr. Lanican. Could you identify him, please. 

Mr. Roacu. Mr. Penman is an engineer for Ebasco Services. 

Mr. Lanican. Do you know a Mr. P. E. Gourdon? 

Mr. Roacn. I don’t remember him. 

Mr. Lanican. Do you recall talking to Mr. R. F. Penman within 
a week or two following your meeting with Mr. Tudor? 

Mr. Roacn. I do not specifically; no. 

Mr. Lanican. Do you recall telling Mr. R. F. Penman that as a re- 
sult of conversations in Washington you felt optimistic about the 
Oxbow Dam project, the Idaho Power Co.’s license on Oxbow Dam? 

Mr. Roacu. No; I do not. 

Mr. Lanican. You do not recall any telephone conversation with 
him ¢ 

Mr. Roacn. I have had many telephone conversations with Mr. 
Penman back a good many months ago, and what I may have told him 
In & specific conversation I could not tell you. 

Mr. LANIGAN. Do you recall telling him, about this time of April 
1953, that you were optimistic about getting the FPC license? 
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Mr. Roacu. I have always been optimistic about that, Mr. Lanigan, 
from the date we filed the application. 

Mr. Lanican. Did any conversations you had in Washington in the 
middle of April 1953 lend any substance or any more substance to your 
optimism ? 

Mr. Roacu. I cannot think of what they might have been. 

Mr. Lanican. You did speak to Mr. Tudor about the Hells Canyon 
situation? That is your recollection, I believe ? 

Mr. Roacu. Well, my recollection is that I reviewed with Mr. 
Tudor, we reviewed for him what our overall planned program of 
development was, what overall capacities we expected to put in, how 
it would fit in with our load growth program, and generally what our 
thinking at that time was with respect to tying it in physically with 
Pacific Northwest power pool. 

Now, it is conceivable that I could have discussed other phases of it 
having to do with the economies of it, the cost of the installation, the 
ultimate cost of power that would come from it; but that is so long 
ago that I could not with any sureness at all tell you specifically what 
I discussed with him. 

Mr. Laniaan. I wonder if you would open the booklet to the last 
cover page, please. You will find attached to the last red page an 
envelope. Will you remove the documents please ? 

One of those is a set of citations entitled “Reference to Source Mate- 
rial Growth of the Federal Power Program—lIts Background, and 
Consequences.” Do you recall whether or not that was with the book- 
let at the time you presented it to Mr. Tudor? 

Mr. Roacu. No; I really do not recall whether it was or not, but I 
assume it was. 

Mr. Lanican. You don’t specifically recall ? 

Mr. Roacu. No; I do not. 

Mr. Lanican. The other document is entitled “Excerpt from Talk 
by John T. Kimball, December 1, 1952.” Have you seen that docu- 
ment before? 

Mr. Roacu. I saw it for the first time when Mr. Perlman showed 
it to me in my Office in Boise. 

Mr. Lanican. Was that document with the booklet at the time you 
presented it to Mr. Tudor? 

Mr. Roacnu. No, it was not. 

Mr. Lanican. Have you ever had a copy of the document in your 
hands prior to the time Mr. Perlman showed it to you in Boise? 

Mr. Roacu. No, I did not. 

Mr. Lanican. Did you attend the presidents’ conference of the 
Ebasco Services, Inc., on December 1, 2, and 3, 1952? 

Mr. Roacu. Well, I am almost positive I did not. As a matter of 
fact I am positive I did not. Ido not recall having attended a presi- 
dents’ meeting since some time I believe back in 1949 I attended one 
meeting. 

Mr. Cucuporr. Mr. Jonas, do you have any questions? 

Mr. Jonas. I do not believe I have any questions. . 

Mr. Lanican. Do you know what account of the Idaho Power Co. 
was charged with the costs of preparing the booklet, The Federal 
Power Program. 

Mr. Roacu. No, I do not. 

Mr. Lanican. Could you determine that and let the committee 
know, particularly by account number if you have that? 
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(In response to Mr. Lanigan’s request, Mr. Roach submitted the 
following documents :) 


IpaAHO PowWER Co., 
Boise, Idaho, August 1, 1956. 
Mr. JAMES A. LANIGAN, 
Counsel, Public Works and Resources Subcommittee, 
House of Representatives, Washington, D. C. 

Dear Mr. LANIGAN: In accordance with your request, I am enclosing copy of 
our voucher record covering the payment on June 22, 1953, to Montana Power 
Co. of $583.39, being our allocated share of the cost of the preparation of the 
booklet entitled, “The Federal Power Program.’ As you will note from the 
voucher attachments, this payment was charged to account 801. 

Yours very truly, 
T. E. Roacu, President. 


IDAHO POWER COMPANY 


Bose. toano 


JUN 22 


The Montana Power Company 
Electric Building 
Butte, Montana 


First SECURITY BANK OF IDAHO. N A 
BOISE IDAHO 


OESCRIPTION 


Research and printing for the red book on "The 
Federal Power Program" done by Ebasco Services, Inc. 





Funds transferred 
00.3 | Expenditure requisitions 
122 | Working funds 
125.2 | Accounts receivalic 


Materials and Supplies 
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June 12, 1953 


Mr. T.E, Reach, President 
Idaho Power Company 
Boise, Idaho 


Dear Mr. Roach? 


Jack Corette has asked me to forward to you the attached 
statement of charges in cennectien with the.resaarch and priating 
for the red boek on "The Federal Pewer Program" which wea/ done by 
Woasco Services, Inc.,\at the request of the Recky Mountata greep. 


We feel, and think you will agree, that the charges are 
quite high but they are the charges sent to us by Ebasco Services 
at our request for a detailed breakdowm of ceste. 
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Allocation of Ebasco charges for booklet on the Federal Power program 


Ebasco’s charges for research, printing, etc., of original book for Secretary of the Interior_....... $2,916. 94 
Reorder of 1,500 copies: Cost for printing, changes ordered, etc.._...-....-.--...---------- 1 1, 484. 98 
Raliway express cnarGees £25, ot food fod LS. dak aqssackbvtwbetnesbadsswtukstedid. sidicsssdewuesenn 


Total charges on printing of book 


Allocation of costs | Montana} Idaho | Colorado Utah Arizona 


SS ee ™ | ont | 
Original order (cost of $2,916.94 split 5 ways)_...-....| $583.39 | $583.39 $583.39 | $583.39 | $583.39 
Reorder of 1,500 copies, divided among companies 
ordering books: 1 
NS esis: cichins ep alin pit si enitlelicentiinaty cxnclntncdhiiin 
ER Sane cadet oasanaaa aca ckeeantee . ee 
300 copies ; | 


aii sa inde hse aeenthin ct nigaccnicis ss Sai anne 
Railway express charges 12. 24 21. 38 


pg Pn SAAR BR ER ee ae 1, 322. 31 | 583. 39 | 793. 63 | 901. 77 | 903. 48 





1 $1,484.98 cost comes to 99 cents per booklet—allocation of cost of reorder made to each company ordering 
copies on the basis of 99 cents per book. 


Was the Idaho Power Co. one of the former subsidiaries of Electric 
Bond & Share Co. ? 

Mr. Roacu. The Idaho Power Co. up until I believe it was October 
of 1943 was a subsidiary of Electric Power & Light, which I believe in 
turn was a subsidiary of Electric Bond & Share. 

Mr. Lanican. Was the Northwestern Electric Co. a former sub- 
sidiary of Electric Bond & Share? 

Mr. Roacu. It was. It was a subsidiary of American Power & 
Light. 

Mr. Lanican. Which in turn was a subsidiary of Electric Bond & 
Share. 

Mr. Cuuporr. Thatisall. Thank you. 

Mr. Roacu. Mr. Chairman, if I may have the privilege of just a 
short personal statement in closing, to say to you that I do not know 
what the purpose and the object of this hearing is, but I would like to 
leave the record clear that I, as an American citizen, and particularly 
as a responsible officer of Idaho Power, feel that I have not only a 
privilege but a right and a responsibility whenever the occasion arises 
to bring to the attention of the Congress or to a responsible depart- 
ment of the Government any matters which, in my judgment, are of 
concern to the company I represent and its shareholders. I sincerely 
hope that no activity of this character, as open and aboveboard as 
everything we have ever done has been, can be in any way, by impli- 
cation or inference or statements, construed as being improper or 
illegal, because I feel it is the only avenue which is available to us to 
bring matters of this kind to the attention of responsible authorities 
with whom we have to deal. I am always glad as an individual to 
come before any committee of Congress and to openly and aboveboard 
acknowledge responsibility for a thing of this kind, and likewise to 
fully and faithfully answer any questions you have to put to me. 

But I think when the day comes when we, as a utility or I as an 
individual, are by intimidation or otherwise denied any privilege of 
that character, then the day of freedom in this country is past, and I 
for one will not stand idly by and see that occur. 

I appreciate very much the courtesy you have shown me in permit- 
ting me to come here in response to your subpena. 
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Mr. Cuuporr. Mr. Roach, I just wanted to ask you 1 or 2 questions, 
since you raised the question. You were interviewed by members of 
the committee staff prior to these hearings; weren’t you ? 

Mr. Roacu. I was. 

Mr. Cuuporr. And any information that you gave you gave of 
your own free will? 

Mr. Roacu. I did. 

Mr. Cuvuporr. Nobody forced you to give the information either by 
force, threat, or intimidation, did he ? 

Mr. Roacu. Not the two gentlemen that called on me. 

Mr. Cuuporr. And you know that none of your constitutional 
rights were infringed upon; do you? 

Mr. Roacu. Well, not knowingly, Mr. Chairman. 

Mr. Cuuporr. You say you don’t know about it? 

Mr. Roacu. No. 

Mr. Laniean. I just want to ask you about the contents of the 
booklet. Can you personally vouch for the accuracy of any of the 
figures in there, or did you rely on the Montana Power Co. and the 
people that prepared the booklet for having accurate figures? 

Mr. Roacu. I relied entirely on Mr. Corette for the accuracy of 
the figures. 

Mr. Laniean. And do you recall when you were interviewed by two 
staff members of this committee whether or not you were asked 
whether you knew who had presented this booklet ? 

Mr. Roacu. You mean to the Secretary ? 

Mr. Lanican. Yes. 

Mr. Roacu. I do not recall that, Mr. Lanigan. I think they asked 
me to whom I presented it, but whether I was queried as to who pre- 
sented it to Secretary McKay or not, I do not recall that question. 
Maybe it was there, but I do not remember it. 

Mr. Lanican. Did you tell them to whom you had presented the 
booklet ? 

Mr. Roacu. I do not recall that, Mr. Lanigan. I think they asked 
me if I had ever had any meetings with Mr. Tudor and I said yes, I 
had; but I do not recall now whether they asked me the specific 
question whether I had presented the booklet to Mr. Tudor. 

Mr. Laniean. Did they ask you whether you had presented it to 
the Secretary of the Interior ? 

Mr. Roacu. I do not recall that they did. 

Mr. Lanigan. You don’t recall that ? 

Mr. Roacu. No. 

Mr. Cuuporr. That isall. Thank you, Mr. Roach. 

Ts Mr. Kimball in the room ? 

Mr. Kimball, would you raise your right hand ? 

Do you solemnly swear the testimony you are about to give this 
subcommittee shall be the truth, the whole truth, and nothing but 
the truth, so help you God ? 

Mr. Kimpatu. I do. 

Mr. Cuuporr. What is your full name? 
Mr. Krarpati. John T. Kimball. 

Mr. Cuuporr. And where do you live? 

Mr. Krmpatt. Boise, Idaho. 

Mr. Cuuporr. Will you have a seat, please ? 
Mr. Lanigan. 
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TESTIMONY OF JOHN T. KIMBALL, VICE PRESIDENT AND 
GENERAL MANAGER, IDAHO POWER C0. 


Mr. Laniean. Could you tell us what position you hold at the 
present time ¢ 

Mr. Kimpatu. Vice president and general manager of the Idaho 
Power Co. 

Mr. Lanican. And when did you assume that position ? 

Mr. Kimpaty. October 1, 1954. 

Mr. Lanican. What position did you hold in the latter part of 
1952 and the early part of 1953 ? 

Mr. Kimpatt. I was executive vice president, Arizona Public 
Service Co. 

Mr. Laniean. Did you go directly from the Arizona Public Service 
Co. to the Idaho Power Co. ? 

Mr. Kimpau. Yes. 

Mr. Lanican. Where had you been prior to the time you went with 
the Arizona Public Service Co. ? 

Mr. Kimpatu. When I got out of college I went to work for Mis- 
sissippi Power & Light Co. in 1934. I worked there until the early 
part of 1945, was loaned by the company to the State of Mississippi 
to head up and put on the balanced agriculture with industry pro- 
gram, was there until the middle of 1946, and after doing some work 
for the Methodist Church in Mississippi, went to Arizona. 

Mr. Lanrean. How did you happen to go from Mississippi to 
Arizona ? 

Mr. Kirmpsatu. The vice president and general manager of Mis- 
sissippi Power & Light Co., Henry Sargent, went to Arizona as execu- 
tive vice president and general manager of old Central Arizona Light 
& Power Co., which ultimately through merger became Arizona Public 
Service Co. When Mr. Sargent found out that I was available, so to 
speak, he offered me a job and I took it. 

Mr. Lanican. Where is Mr. Sargent now? 

Mr. Krmpatt. He is president of American & Foreign Power. 

Mr. Lanican. And he went from Arizona to American & Foreign 
Power; is that correct ? 

Mr. Kimpatu. Yes. 

Mr. Lanigan. You have a booklet in front of you which we have 
designated as the original booklet entitled “The Federal Power Pro- 
gram.” Could you tell us what work you did in connection with this 
booklet ? 

Mr. Krmpatu. So far as I remember, I did not work in connection 
with this booklet, except to present it to the members of the Interior 
Department other than Mr. Tudor. 

Mr. Lanican. At the time the booklet was decided upon, I believe 
Mr. Roach testified it was in the late summer or early fall of 1952, were 
you present at the meeting at which the preparation of a booklet 
such as this was discussed ? 

Mr. Krupa. I was. 

Mr. Lantaan. Was Mr. Sargent present ? 

Mr. Krmpaut. I am not sure. 

Mr. Laniean. I will tell you what I am getting at. Maybe you 
can explain it. In the correspondence on this subject, Mr. Roach ad- 
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dressed this letter of April 16 to the presidents of three companies and 
to you as vice president of the Arizona Public Service Co., and I was 
just wondering whether your action in connection with the booklet 
was the equivalent of the three presidents’. I just want to see where 
Mr. Sargent gets in the picture. 

Mr. Kraeauy. Yes. I can, I believe, explain it this way: Quite 
frequently I took Mr. Sargent’s place on matters of this kind. Now 
as to whether or not he was in that meeting in Salt Lake City I do not 
know. I do not recollect. 

Mr. Lanigan. Would you say that you were the representative of 
the Arizona Public Service Co. so far as the project of getting up this 
book is concerned ? 

Mr. Kimpaty. Yes. 

Mr. Laniegan. And did you rely upon the figures and charts pre- 
pared by the Montana Co. and the figures supplied by Ebasco? 

Mr. Kimpaty. Yes. 

Mr. Lanican. You have no personal knowledge as to the accuracy 
or inaccuracy of any particular figure, is that correct ? 

Mr. Kimpatt. I do not. 

Mr. Laniean. You said that you had something to do with deliver- 
ing this booklet to people in the Interior Department other than 
Under Secretary Tudor. Could you tell us when you delivered it 
and to whom ? 

Mr. Krmeatn. The delivery was made in this manner. It happened 
to be the day that Mr. Tudor was sworn in as Under Secretary, and 
I do not know the occasion on which I happened to be in Washington. 
Neither do I remember exactly how I got the books that I delivered, 
whether they were sent to me in Phoenix or exactly what that situa- 
tion was. But I contacted with Orme Lewis who was Assistant Sec- 
retary for Land Management is the best name I know, and Indian 
Affairs, I guess you would call it—and told Mr. Lewis in the course 
of the conversation that I would like to have an opportunity to discuss 
the book with other members of the Department. 

It was fairly close to lunch time as well as I remember, and Mr. 
Lewis called either Secretary McKay or Mr. Aandahl, I forget which 
of the two, and related the conversation that I had had with him to 
them, and whichever one he talked to said to him, “Well, we are going 
down to have lunch, ask Kimball to come along and have lunch.” So 
we went down in the cafeteria and had lunch. 

There were 7 or 8 of us sitting around the table, and at that time 
the books were passed around, a very cursory discussion held, be- 
cause Mr. McKay stated quite abruptly that he had to get upstairs 
for some official duties. As he turned around and started to walk 
away, he said, “Kimball, we are going to swear Ralph Tudor in. If 
you have never seen anything like this and would like to see it, come 
onup.” So I went upstairs and watched the ceremony. 

Mr. Laniean. Ralph Tudor was sworn in on April 1, 1953, I believe. 
Do you recall that that date is approximately correct ? 

Mr. Kimpatu. That is exactly right because there was some dis- 
cussion at the table about the time being April Fool. At the time I 
talked to you fellows here I had no more idea when it was than the 
man in the moon. It was not until I began to reflect on these things 
that I remembered it was the day that Mr. Tudor was sworn in. 
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Mr. Lanican. Since you were interviewed by the staff, have you 
checked any records that you have in connection with this which 
helped you refresh your memory as to exact dates? 

Mr. Kureary. Not at all. 

Mr. Lantean. This has been your reflection on the matter since 
our discussion ¢ 

Mr. Kimpaty. That is right. 

Mr. Lanican. Who else was present at the luncheon ? 

Mr. Kimpaty, Well, there was Mr. McKay, Mr. Lewis, Mr. Aandahl, 
Mr. Davis, Clarence Davis, and there was another Mr. Davis present. 

I forget his first name. Was there a Ralph Davis in the Depart- 
ment ? 

Mr. Lanican. I think there is another Davis. I do not know his 
first name. We can check that. 

Mr. Kimpati. Then Mr. Beasley who was the Assistant Secretary 
for Administration, I think his name was Beasley, and Mr. McKay’s 
personal representative. I thing his name was Smith. 

Mr. Lanican. There was a Smith in the Department at that time, 
I think a Larry Smith. 

Mr. Kiwpary. Larry Smith. 

Mr. Lanican. Handled public relations and publicity. 

Mr. Kimpaty. Larry Smith, and I 

Mr. Jonas. Before you leave that, Mr. Lanigan, would you permit 
me an interruption, Mr. Chairman, to ask him one question to get this 
clear in my mind ? 

You said it was suggested it would be a good time to come down 
and have lunch, the staff would be present or something like that? 

Mr. Kimpauu. Yes. 

Mr. Jonas. Where was this luncheon ? 

Mr. Kimpat. It was in the big cafeteria. 

Mr. Jonas. You mean the Department cafeteria ? 

Mr. Kimpaty. Yes. 

Mr. Jonas. You were not in a room by yourselves? 

Mr. Kimpatt. No. 

Mr. Jonas. How many people were in there having lunch ? 

Mr. Krpaty. Oh, gosh, I have no idea; there could have been 500. 

Mr. Jonas. I mean it was a big open cafeteria? 

Mr. Kia. Yes. 

Mr. Jonas. The departmental cafeteria ? 

Mr. Krmpatut. There were tables sitting at one end somewhat 
similar to this table here and people sitting all out here. We just sat 
around a long table like this. Secretary McKay sat at the end and I 
sat right to his right., 

Mr. Lanican. And Mr. Tudor was not present at that time? 

Mr. Kimpatu. No. 

Mr. Lanican. I think I had asked you if you recalled how many 
copies of the book you distributed at that time ? 

Mr. Kimpaty. I did not have enough copies of the booklet to go to all 
of those present. It seems to me that Mr. Larry Smith and Mr. 

Beasley and probably the other Mr. Davis were not given copies. 
| would say probably five copies were distributed. 

Mr. Lanican. By “the other Mr. Davis” you mean the one other 
than Clarence Davis? 
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Mr. Kimpaxy. Clarence Davis. 

Mr. Lanican. How is it you happened to call up Mr. Lewis about 
this? 

Mr. Kimpau. I knew Mr. Lewis quite well in Phoenix. 

Mr. Lanican. Had he been connected with the Arizona Public Serv- 
ice Co. in any way? 

Mr. Kimpaty. He was a member of the board of directors. 

Mr Lanican. And up to what time was he a member of the board 
of directors ? 

Mr. Kimpaty. Up until the time that he became an Assistant Secre- 
tary. 

Mr. Lanigan. Do you know whether or not he had done any legal 
work for the Arizona Public Service Co. ? 

Mr. Kimpaty. I cannot say whether he had ever done any legal work 
for Arizona Public Service Co., but whatever legal work he did do 
was minor. 

Mr. Lanican . Do you recall any specific work that he did? 

Mr. Krmpatu. No, I do not. 

Mr. Lanican. Now, at this luncheon meeting, did you discuss any 
of the other Federal power problems, have any such discussion other 
than that connected with this booklet? 

Mr. Krweatu. No. I did not even get a chance to discuss the booklet 
thoroughly. 

Mr. Lanican. You just passed the booklet around ? 

Mr. Kimeauti. And merely related to those there the fact that it 
has been prepared as an expression of the views of the Rocky Moun- 
tain companies. We very quickly, as I recall, turned the pages in the 
book to indicate the general nature of what was there. 

Mr. Lanican. Do you recall whether or not you discussed any spe- 
cific diagram or statement in the book ¢ 

Mr. Kimmaru. The only one that I remember was the page that 
had to do with the increased costs of constructing projects over and 
above the original estimates made. 

Mr. Lanican. That is the one that ison page 15, I believe? 

Mr. Krupnati. No; that is not the one I am thinking about. 

The one I am thinking about is on page 29, that particular chart I 
more vividly remember than the others. I presume we did just briefly 
discuss the other one. 

Mr. Lanicgan. What do you remember of the discussion of the 
chart on page 29? 

Mr. Kimpaun. I don’t remember anything about. the discussion of it 
except that I remember the chart. 

Mr. LaniGan. Did you discuss this booklet with any employee or 
official of the Interior Department subsequent to April 1, 1953? 

Mr. Kimpatu. I did not. 

Mr. LantGan. Subsequent to April 1, 1953, and prior to the time you 
left the Arizona Public Service Co., did you have oceasion to meet with 
officials of the Department of the Interior / 

Mr. Kimpauy. Yes. 

Mr. Lanigan. And what problems did you discuss with them ? 

Mr. Kiwraiu. Well, I was one of the members of the executive com- 
mittee of the Central Arizona Project Association. As a matter of 
fact, the last couple of years I was in Arizona, and I was the finance 
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chairman of the Central Arizona Project Association, and on several 
occasions I had an opportunity to discuss matters with primarily Gov- 
ernor Aandahl, with respect to the work of that association, the effort 
that was being made to get supplemental water into central Arizona, 
and later on the desire on the part of the Arizona Power Authority, 
which is a State agency, as Mr. Al Tudor explained, that is empowered 
under Arizona law to take and transmit to market electric power gen- 
erated by the main stream of the Colorado River, which association 
was endeavoring to work out—which authority was endeavoring to 
work out a basis with the Department by which the transmission lines 
in Arizona, which belonged to the Bureau of Reclamation, could be 
acquired by the authority. 

Mr. Lanigan. Did you ever attend a meeting with Ralph Tudor 
at which representatives of the Arizona Power Authority were present, 
along with you, at which time the sale of the transmission line running 
into Arizona from the Hoover Dam and Parker Dam was first brought 
up? 

Mr. Kimpa.t. Yes. 

Mr. Lanigan. Could you tell us what occurred then ? 

Mr. Kimpauu. It was merely a general discussion on the part of the 
power authority people, and, as well as I remember, the entire Au- 
thority Commission was present, headed by Mr. Thomas. The general 
idea of the acquisition of the transmission lines in Arizona was dis- 
cussed, and then the matter was referred by Mr. Tudor, or whomever 
it was being discussed with—I am not sure that it was Mr. Tudor— 
to his staff. 

Mr. Laniean. Do you recall whether the first suggestion that the 
Arizona Power Authority acquire the line was made by anyone con- 
nected with the Interior Department? 

Mr. Kimpauti. No. By that I mean, I do not know that the sug- 
gestion was made by anyone in the Interior Department. As a mat- 
ter of fact, I feel quite sure it wasn’t. 

Mr. Lanican. Do you recall any conversation in which Mr. Tudor 
stated that the Department w ould like to sell the line if the Arizona 
Power Co. would get busy on raising the subject ? 

Mr. Kimpatu. I do not. 

Mr. Laniaan. Now, in this booklet, if you will turn to the book- 

Mr. Jonas. Before we leave that, may I ask a question here, Mr. 
Chairman. I would like to know if Mr. Lanigan has any information 
which would support that position, or w hether he is just asking ques- 
tions out of his hat. Do you have anything to base that question on? 

Mr. Lanican. I have. I don’t have it with me right at the mo- 
ment, sir. 

Mr. Jonas. Where is it? 

Mr. Laniaan. I believe we have something in the office on that. 

Mr. Jonas. What do you have? I don’t think you ought to ask 
questions of the witness of that character unless you have got some 
real substance upon which to base a belief that you would elicit an 
affirmative answer. 

Mr. Cuuporr. I think you will find that as a result of an investiga- 
tion which we made, we have certain information as to how that sub- 
ject came up. I don’t know who raised it, and we tried to find it out 
from this witness. 
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Mr. Jonas. Before we go on, may I respectfully request, then, as 
a member of this committee, charged with part of the responsibility, 
that I be furnished this information that you have assembled. 

Mr. Cuuporr. Mr. Jonas, I think this question came up many times 
in the year and a half that the committee has been in existence, and I 
said anything you want 

Mr. Jonas. I want everything that the committee has. 

Mr. Cuuporr. The committee files are open to you. I don’t think we 
are under any duty to supply you with a copy of everything that we 
have, but I think anything that you want, if you will specifically ask 
the committee for that information, if we have it we will be very 
glad to give it to you. 

Mr. Jonas. I don’t know what the committee has. How can I say 
what I specifically want? Why doesn’t some member of the staff 
go over this file with me and let me in on some of the information 
you have assembled, so I am not taken by surprise in these hearings, 
too, and so that I know what we are doing. 

Mr. Cuvupvorr. Mr. Jones, the investigation, which is in the files of 
the committee, is open to every member of the committee. You know 
that. You certainly have the right to go in there, go over the files, 
look at any files that you want to look at. I have instructed the com- 
mittee staff in the past to give them to you, and I am instructing them 
at the present time. They can give them to you right now or any time 
in the future. 

Mr. Jonas. You mean, there is a written report from the staff? 

Mr. Cuuporr. I don’t know whether this is exactly in writing, but 
there may be some notes that they have that they have taken as a 
result of investigation. 

Mr. Jonas. I would just sort of like to be briefed by the staff as to 
what they have discovered on these expeditions they have been on. 

Mr. Cuuporr. It also might be in this particular case the staff had 
a conference with Mr. Lanigan and just discussed it orally, I don’t 
know. 

Mr. Jonas. All right. 

Mr. Cuvuporr. But whatever we have, you may feel free to have it. 
It is not locked up. 

Mr. Jonas. Of course it is not locked up, but I don’t know what to 
ask for. I don’t have time to go through all that material. I would 
think the staff—we have got 4 or 5 full-time employees—at least 1 
of them could come around and bring the information to me, instead 
of me having to take the time to go over to the committee. I am at 
least a member of this committee. 

Mr. Cuuporr. Because of the fact that the Members of Congress 
didn’t have time, the members of the minority didn’t have time, to go 
in to the staff, we allowed you another employee, and you were given a 
minority counsel who is free to discuss these problems. | 

Mr. Jonas. He is working on one of the other score of investiga- 
tions that are in progress right now, and we have 3 here, and how 
many more over there are assigned to this 1 subcommittee ? 

Mr. Cuuporr. I think we have two more, but they don’t do investi- 
gating. I think both of the other members are stenographers. 

Mr. Jonas. Is it too much to ask one of them to pick out this in- 
formation that we are going into, and supporting evidence, and bring 
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it around to my oflice at some time when the committee is not in 
session and go over it with me? 

Mr. Cuuporr. If we have it, we will be glad to go over anything 
you want, if you will tell us exactly what you want. 
~ Mr. Jonas. I don’t know what I want. I don’t know what you 
have. 

Mr. Cuuporr. I can’t make the staff devote full time to go over 
everything they have with you. 

Mr. Jonas. You have got two members here that haven’t said a 
word today. They could be assembling it, it seems to me. 

Mr. Cruporr. Anything that you want, Mr. Jonas, you can re- 
quest the staff. If they refuse to give it to you, you let me know. 

Mr. Jonas. I don’t know what to ask for. 

Mr. Curuvorr. If there is any information in accordance with this 
line of questioning that you may want and if you request it, we will 
be glad to give it to you, if we have it. 

Mr: Lanican. Before we get into the document, I want to ask you 
in connection with this booklet, the original booklet, did you have 
an opportunity to review the material in the booklet during its prep- 
aration ¢ 

Mr. Kimpauy. No. 

Mr. Lanicgan. What time did you first see the material in the book- 
let ¢ 

Mr. Kimpauty. My recollection as to the time that I first saw it was 
when I had the 5 or 10 or however many copies it was that I received 
given to me for delivery to the Interior Department people. 

Mr. Lanigan. Between the time that the decision was made to get 
up a booklet such as this and the time that you got the copies, did 
you discuss the contents of the booklet with anyone / 

Mr. Kimparty. I do not remember having done so. 

Mr. Lanican. I just called your attention to the two documents 
which were in the brown envelope in the back of the booklet. Do you 
recall whether or not the document entitled “Reference to Source 
Material, Growth of the Federal Power Program” was with the book- 
let at the time you presented it ? 

Mr. Kimpatu. I don’t recall exactly. Apparently this is one of the 
books that was delivered, and I don’t recall the envelope having been 
in the back of the book. It is possible that it was there, but I don’t 
recall that. 

I do recall that this material here was prepared. I would presume 
that it was delivered with the book, but as far as remembering it being 
with the book at the time of the delivery, I do not. 

I would have certainly no compulsion whatsoever to say that it 
wasn’t, because we were quite anxious, as I remember the discussion 
that went on in Salt Lake, for this material to be documented, and so 
forth and so on. 

Mr. Laniean. I call your attention to the other document which 
was in the back of the book entitled, “Excerpt of talk by John T. 
Kimball, December 1, 1952, A Proposal for a National Power Policy.” 
Do you recognize that document ? 

Mr. Kimpatn. Yes. 

Mr. Lanican. Could you tell us the occasion upon which you gave 
the talk? 
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Mr. Kiarpauy. The talk was given at the first day’s meeting in New 
York. It was December 1, 1952. It was a part of that talk. 

As to the meeting itself, I think testimony has been submitted that 
that meeting was a meeting of the presidents themselves and was 
not. basic: ally a part of the so-called presidents’ meeting with Ebasco. 

Mr. Lanican. Did you make any copy of your complete talk ? 

Mr. Kraay. Yes; I feel sure that a copy of the complete talk was 
made; but if so, as far as I remember, there was the original and 
maybe a copy, but I am not sure of that. 

Mr. Laniaan. At the time you delivered the talk, did you deliver 
it extemporaneously, or did you read it? 

Mr. Kiapati. Some of both. 

Mr. Lanigan. And your recollection is that there was more that 
you had at that time than this excerpt ; is that correct ? 

Mr. Kimpatn. Yes. 

Mr. Lanigan. Could you tell us when this excerpt was prepared? 

Mr. Krvpaty. It was prepared immediately after the talk was 
completed. 

Mr. Lantean. While you were still in New York? 

Mr. Kioparu. Yes. 

Mr. Laniean. Do you recall who was chairman of the meeting of 
the presidents on December 1, 1952? 

Mr. Krupatu. Mr. § Sargent. 

Mr. Laniean. At that time he was president of the company of 
which you were vice president ; is that correct ? 

Mr. Kimpatn. That’s right. 

Mr. Lanican. Do you recall how you came to make this talk? 

Mr. Kimeatu. Yes. Matters generally of this type were, as I 
remember it, scheduled. When I say “scheduled,” there had been 
some discussion about the type of meeting that would be held, and 
matters having to do with power policy and so forth in a general sort 
of way were under discussion at the time—preference. Since I had 
done some work along this line in Arizona, it was suggested that 
possibly it would be of interest if I made such a talk. 

Mr. Lanigan. Did Mr. Sargent consult with you at all in connection 
with preparation of the program for the first day of the meeting? 

Mr. Krmrary. Only ina general sort of way. 

Mr. Laniean. I wonder if you would look at this document I have 
here. It is entitled, “Memorandum : el Thoughts on the Program 
for the Presidents’ Meeting To Be Held in New York the First Week- 
end of December 1952,” and signed by John T. Kimball. I wonder 
if you would look that over. 

Mr. Krwpatu. Yes; I remember that. I remember it now. 

Mr. Lanican. Do you recall about when you wrote the 
memorandum ? 

Mr. Kimpati. No; I don’t. 

Mr. Lanican. It was sometime prior to the meeting held on Decem- 
ber 1, 1952; is that correct ? 

Mr. Kimpatn. Surely. 

Mr. Lanican. Did you advise or discuss with Mr. Sargent the gen- 
eral program of the meeting to be held on December 1, 1952, prior to 
the meeting? 
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Mr. Kreatw. It is entirely possible that I did, but as to any recol- 
lection of it, I don’t have any such recollection. There is no reason 
why I shouldn’t have. 

Mr. Laniean. Now, in this memorandum, was this memoranduwn 
prepared for Mr. Sargent ? 

Mr. Kimpary. Iam sure that it was. 

Mr. LantcGan. In this memorandum the first item suggested for 
the meeting is discussion of “the complete defeat of the nationalization 
of the industry by our present socialistic government, and the devel- 
opment of a fair and equitable national power policy.” Was that one 
of the themes of the discussions on the first day of the meeting? 

Mr. Krmpatu. I would say in a more or less limited sort of way. I 
mean, that was not the only thing that, as I recall, was discussed at 
the meeting. ; 

Mr. Laniean. That was one of the themes? 

Mr. Krmpai. One of the things. 

Mr. LaniGan. You name three others here, but that was one of the 
themes: is that correct ? 

Mr. Kimpanu. Yes; the labor-management matter down there re- 
ceived considerable discussion. 

Mr. LaniGan. Could you tell us, in your recollection, who else spoke 
at the meeting on December 1, 1952, and give us the subjects of their 
discussions, if you remember? 

Mr. Krupa. The only recollection I have on that is the informa- 
tion presented by Mr. Phillips from the things they circulated around, 
the little news bulletin, whatever it was. 

Mr. Lanican. In this memorandum which I have just cited, you 


state that with the premises laid—which included the defeat of the 
nationalization of the power industry—I quote: 


With that premise laid, there follows some suggestions on the Sunday pro- 
yram, = % * 

Now, there wasn’t any Sunday program. That really was Monday, 
wasn’t it? 

Mr. Kimpauu. Yes. 

Mr. Lanigan (reading) : 


** * with the Monday-Tuesday meeting— 
which in turn becomes Tuesday-Wednesday— 


to be developed along the lines on how progress may be made toward reaching 
the solutions to the above broad general problems on an industrywide basis. * * * 


Then the third item you have after that is: 


A résumé of what has been done during the past to combat the nationalization 
of the industry and a preview of plans already made to secure the elimination 
of preference clauses and other such plans as may be contemplated to combat 
future governmental encroachments. 


Did you take this résumé that I have just referred to as the subject 
of your talk? 

Mr. Kimpaui. I have no idea. The reason why I say that is, I 
haven’t had a copy of the speech. I have no idea what was in the 
speech. 
| Mr. LANIGAN. Doesn’t that fit in with the excerpt that you have 
ere ¢ 
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' Mr. Kimpautn. Yes; I would presume that it was pointed in the 
direction of an overall general discussion of the need for a change in 
Federal power policy. 

Mr. Lanican. Did you ever deliver a copy of the excerpt which you 
have before you to anyone in the Department of the Interior ? 

Mr. Kimpat. I can’t say that I did. I would have had no hesita- 
tion in doing so, but as to how this copy got into the Department, I 
am not quite sure. There are possibly three ways that it could have 
been done. 

One, I could have delivered it, and I am very curious about how it 
got there. I am glad it was there, but just the matter of mechanics 
of getting it there. I could have delivered it personally. It could 
have been in the book when this book was delivered. This one could 
have been my copy of the book, and in the process of making the dis- 
tribution, since I had a limited number of copies, why, I could have 
given my copy of the book, or it could have been delivered by Mr. 
Corette. 

Mr. Cuvuporr. Mr. Kimball, I want certainly to commend you on 
your forthright testimony, because we have had other pieces of paper 
that got in the Interior Department, and nobody ever knew how they 
got there. 

As a matter of fact, we had.a witness say that certain regulations, 
that later became regulations of the Interior Department on the wheel- 
ing of public power over public land, got in there just by appearing on 
somebody’s desk. Nobody knew where it came from. 

Of course, I simply say that you have been very, very liberal in your 
testimony as to how this document got into the envelope, and I think 
that you are to be commended for it. 

Mr. Kimpatn. Well, thank you, Mr. Chairman. 

Mr. Jonas. Before you leave, Mr. Chairman, did you go on in your 
statement and say that when we finally got Mr. Clarence Davis on 
the stand, he identified the document, said it was delivered to him, 
and named the man who gave it to him and stated that he sent it in? 

Mr. Cuuporr. I didn’t go over the whole thing, for the sake of time; 
but I will say later on Mr. Davis told us how it got there. 

Mr. Jonas. It wasn’t later on. It was the first time he came to the 
stand. 

Mr. Cuvporr. When he testified, he told us. 

Mr. Jonas. That’s right. I didn’t like the connotation of “later 
on,” as if we couldn’t have gotten it right at the beginning. 

Mr. Cuuporr. Mr. Davis told us exactly where it came from, but the 
other witnesses didn’t know where it came from. 

Mr. Krupa. I would certainly feel that I was completely within 
my rights in doing such a thing. 

Mr. Lanitcan. Now, when these excerpts were made, following the 
meeting, did you prepare the excerpts? 

Mr. Kimparu. I don’t believe I follow you. 

Mr. Laniean. You said that after you made your talk on Decem- 
ber 1, 1952, immediately after that, and before you left New York, the 
excerpts were typed up. Did you write up the excerpts at that time ? 

Mr. Kimpartt. No. What happened is, when I finished the talk and 
went and sat down, Mr. Corette came and sat down behind me and said 
he would like to have a copy of that statement of a proposed power 
policy. As a matter of fact, that was the only remark that anybody 
made to me about the speech. Nobody else commented on it. 
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We went outside of the meeting room and gave the speech to a lady 
ata desk. That afternoon or the next morning the talk was delivered 
back to me with, I don’t know how many copies of the excerpts, and 
Mr. Corette was given a copy. 

Mr. Lanican. You gave him a copy and you kept the balance your- 
self; is that correct ? 

Mr. Kraan. Yes. 

Mr. Lanican. Have you delivered any of these excerpts to other 
officials of power companies? 

Mr. Kimpauu. No. 

Mr. Laniean. So far as you know, you and Mr. Corette were the 
only ones who had the excerpts ? 

Mr. Koweati. That's right. 

Mr. LanigaN. And that explains why you indicated that if you 
didn’t, Mr. Corette may have delivered it / 

Mr. Kosar. In my understanding, it is that he didn’t. Iam ata 
loss to know how it got there, but I am glad that it did. 

Mr. Laniean. And you say it is quite possible that you did deliver 
them at some time or other ! 

Mr. Kimpa.u. It is entirely possible. 

Mr. Lanican. Mr. Chairman, before we get beyond that, I think 
this memorandum which I previously identified, called Some Thoughts 
on the Program for the Presidents’ Meeting To Be Held in New York 
the First Weekend of December 1952 2, should be made a part of the 
record at the point where it was first referred to. 

Mr. Jonas. I am going to object to it. It is obviously a memoran- 
dum between two officers of the company, in the nature of a confiden- 
tial communication from one to the other. It is not addressed to any 
member of the Government, either Congress or the executive depart- 
ment. Therefore, it is outside the scope of our investigations, as I 
understand it. 

Mr. Cuuporr. Are you using the same objection you used before? 

Mr. Jonas. Except this is much stronger, because you made the point 
in the other one that the man was not an officer. These are two officers. 
Besides, it is merely this man Kimball’s thoughts on the program. I 
don’t think we ought to encumber a record with material of this na- 
ture that doesn’t bear upon the question you say we are investigating. 

There is no evidence that was ever delivered to anybody. It is just 
a’ memorandum setting forth his own thoughts. It is not directed to 
anybody. How can it influence anybody ¢ 

Mr. Cuvporr. Since it has been identified as his memorandum, and 
since he used it to refresh his recollection, and since we allowed the 
memorandum, many memoranda of this kind, to go into the record, 
and it appears to me it is definitely within the scope of the investiga- 
tion, I will admit it in evidence at the point in the record referred to. 

(The document referred to, which was received with material sub- 
penaed from Montana Power Co., is as follows :) 

APRIL 23, 1952 
MEMORANDUM: SOME THOUGHTS ON THE PROGRAM FOR THE PRESIDENTS’ MEETING 
To Be HELD In NEW YORK THE FIRST WEEKEND OF DECEMBER 1952 


It seems that if this meeting is going to set the pace for the kind of basic 
thought and action needed by the industry, the Sunday meeting and the Monday- 
Tuesday meeting should be tied together very closely with the Sunday meeting 
devoted to those matters which should be treated in an off-the-record category. 
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If this is the proper premise to take, then there are certain overall problems 
of the industry which should be clearly set forth and considered in planning the 
program : 

(1) The complete defeat of the nationalization of the industry. by. our 
present socialistic Government and the development of a fair and equitable 
national power policy. 

(2) Recognition of the broad responsibility of utility management in terms 
of the overall welfare of employees, customers, stockholders, and the general 
public and development of basic methods to be followed in effectively dealing 
with these various areas of utility management responsibility including best 
methods for utility-company planning and control to insure that the cus- 
tomer, employee, stockholder, and general public will get all that is coming 
to them from the industry. 

(3) Development of best possible relationships between the industry and 
organized labor within the scope of the utility industry. 

(4) The increasing need for building and developing top leadership for 
individual companies and the possibility of setting up a national pool of such 
top-management potential. 

The thought which we are trying to develop is that the industry over the past 
years has been too much concerned with detailed problems as they relate to 
specific companies and areas rather than the broad general fundamental problems 
that relate to the entire industry. 

With the premise laid, there follows some suggestions on the Sunday program, 
with the Monday-Tuesday meeting to be developed along the lines of how progress 
may be made toward reaching solutions to the above broad general problems on an 
industrywide basis: 

(1) An opening talk that would set the keynote for the entire 3-day 
meeting and which would be designed to stimulate action with respect to 
those broad basic problems which have been outlined above. 

(2) Appraisal of governmental encroachment on an area basis and a 
presentation of what may be done by companies in other areas to aid those 
being threatened now by Government. 

(3) A résumé of what has been done during the past to combat the 
nationalization of the industry and a preview of plans already made to 
secure the elimination of preference clauses and other such plans as may 
be contemplated to combat future governmental encroachment. 

(4) What may be expected from the political situation in Washington 
as it may be after the November elections and what the utility industry 
should do in the light of those particular circumstances. 

(5) The opportunity for increasing cooperation between management and 
labor of the utility industry on the political front (this would be a good spot 
for Scott Milne, or possibly, 2 talks—1 by Scott and the other by a company 
president). 

(6) Presentation of results secured from the coordinated program of 
NAEC-EEI-ECAP-PIP and plans for the future in terms of objectives and 
methods and means of reaching objectives. 

(7) New concepts in employee, customer, stockholder, and public relations 
with ideas and suggestions as to what the industry may do to get down to 
actual application of such new concepts. 

(8) The challenge of a better brand of planning and control. 

(9) A program for cooperation between companies in building top manage- 
ment potentials. 

Finally, there should be a résumé made which would provide a challenge to 
utility-company presidents to pioneer along the channels suggested. 

This type of a program would provide a background for the next 2 days which 
could be devoted to some of the detaijls of items (6), (7), (8), and (9). 


JoHN T. KiMBart. 

Mr. LanigAn. You heard Mr. Phillips testify that he had prepared 
a draft of a speech for you? 

Mr. Kirwan. Yes. 

Mr. Lanican. And sent_it to you. I believe he said he had pre~ 
pared it at your request. Do you recall requesting him to prepare a 
draft ? 

Mr. Kimpaut. I recall a telephone conversatiori which Mr. Phillips 
and I had, in which there was some general discussion as to what he 
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thought I might want to cover in a talk, particularly with reference 
to research material that would be required, and at the conclusion 
of the conversation, I presume that I asked him to send it to me. 

Mr. Lanigan. Do you have a copy of the draft which he prepared ? 

Mr. Kimpauu. I do not. 

Mr. Lanican. Was this subject that is covered in the excerpt also 
covered in the draft sent by Mr. Phillips? 

Mr. Kimpatu. I am quite sure that it was not. 

Mr. Lanican. Do you recall what the draft sent by Mr. Phillips 
did cover ? 

Mr. Kimpatu. My only recollection of the material in the draft 
had to do with the sequence of changes and tightening up, by legisla- 
tive act and administrative order, preference clauses. 1 do not 
recall anything beyond that. 

Mr. Lanigan. Did you utilize his draft in your speech? 

Mr. Kimpauu. I am quite sure that if I did, it was only in a very 
minor sort of way and only as things that would have to do with the 
research work is included. 

Mr. Lanigan. Would you take a look at this, apparently a letter on 
the letterhead of the Arizona Public Service Co. It has no date or ad- 
dress. It is apparently one that was used generally and filled in later. 

At the bottom it has: 

NOTE: Mailed to directors, 200 top business leaders. 


This was put in the record this morning. I want to ask you if that 
was your signature. 

Mr. Kimpau. Yes. 

Mr. Laniean. And after this reprint of The Federal Power Pro- 
gram was prepared, you signed a letter and it was sent out by the 
Arizona Public Service Co. to these various people listed below 

Mr. Krmpatr. I am familiar with the fact that there was a mailing 
made. As far as the signature on the letter is concerned, I think that 
was picked up by the boys in the art department and used. It was 
sent out with my knowledge and approval. 

Mr. Laniean. But you don’t recall that you actually signed it, 
but it had your knowledge and approval; is that correct? 

Mr. Krmpatx. That’s right. 

Mr. Laniean. I notice in this talk that you gave on December 1, 
1952, there are certain points that you propose where there is a mul- 
tiple-purpose project. 

The first point is you suggest that the Government permit the exist- 
ing generation and transmission systems to build a powerhouse and 
install and operate the generating equipment at their own expense 
and pay the Federal Government for the falling water. Do you recall 
that as your first point? 

Mr. ‘Krupa. Yes. 

Mr. Lanican. I have here excerpt of a letter from Secretary McKay 
in which he discusses the Trinity project. This is a letter of July 12, 
1955, from Douglas McKay to the President, found in House Docu- 
ment 281, 84th Congress, 2d session, in which he states: 

* * * Legislation to authorize such construction should be broad enough so 
that the Secretary of the Interior would be authorized by the provisians of the 
bill to negotiate a contract for sale of falling water which would be associated 
with the construction of power facilities by a non-Federal agency, and to com- 
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plete and put into effect such a contract, if it can be negotiated satisfactorily. 

Does the proposal of the Secretary of the Interior there follow along 
the lines of this? 

Mr. Kimpatu. I have not the slightest idea. 

Mr. Lanican. You haven’t examined the proposals of the Secretary 
of the Interior? 

Mr. Kimpatu. No, sir; I can tell you where that came from. 

Mr. Lanican. The one in your excerpt or the one in the Secretary’s 
letter ? 

Mr. Kimeauu. The excerpts. 

Mr. Laniean. You can tell us that if you would like. 

Mr. Kirmpari. In 1949 I became a member of the National Resources 
Committee of the United States Department of Commerce, and at that 
time they had a policy declaration. This is a copy of the booklet which 
I picked up over there, entitled, “Disposition of Power,” and you can 
read that section of Disposition of Power in conjunction with this 
section here, and you can see that it is almost—well, there is no doubt 
as to the fact this is almost a pickup from that. 

Mr. Lanican. That was an advisory committee that made the re- 
port‘ 

Mr. Kimeauu. No; this was the policy declaration on natural re- 
sources, natural resources department of the chamber of commerce, 
1948, I had no connection whatsoever with the chamber of commerce 
at this time. 

Mr. Lanican. I think that my confusion was caused by the fact that 
at first you said the Department of Commerce, and then you said the 
chamber of commerce. 

Mr. Kimpatu. Excuse me, I meant the chamber of commerce. And 
then that is the first part of thisexcerpt. Beginning on page 2 at about 
this point I have incorporated into this thinking the provisions of the 
Arizona power authority law enacted in 1947, which provided for pref- 
erence for irrigation use only, and for preference as to a certain number 
of kilowatt-hours for REA co-ops, which in essence, the way that law 
was passed, gave an entity, whether it was a private company or a 
cooperative or an electrical district or power district, protection in 
the territory then being served by that group. So that having worked 
so well in Arizona, it was my feeling that it would be good to try out 
that type of an idea before this group of private utility people. 

Mr. Cuuporr. Mr. Lanigan, there is a rollcall. I was just won- 
dering how much more you had to ask. 

Mr. Laniean. I think I could finish up in about two questions. 

Mr. Cuuporr. We are close enough for you to do that. 

Mr. Lanican. Are you familiar with the marketing criteria for the 
Missouri River Basin area which were established by the Department 
of the Interior in September and December of 1953 ? 

Mr. Kimwpaty. Only in a broad general sort of way. 

Mr. Laniean. Have you read the criteria ? 

Mr. Kropatt. I have not. 

Mr. Lanitcan. Are you familiar with the fact the criteria state that 
the recapture provision in private-utility contracts will be restricted 
so that no recapture provision will be put into such contracts, except 
to the extent that a public protest after September 7, 1953, resulted in 
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a modification so that there could be a power pool left for the with- 
drawal of Federal power / 

Mr. Kimpary. I am not familiar with that. 

Mr. Lanican. Are you familiar with the fact that the marketing 
criteria disclaim any utility responsibility in the Department of the In- 
terior, that is, the responsibility to supply power to its customers ? 

Mr. " Rischaus. I am not familiar with it except in a very, very gen- 
eral sort of way, primarily in reading releases and mimeographed 
material that came across my desk. 

Mr. Cuuporr. Do you have any questions ? 

Mr. Jonas. I don’t believe I have. 

Mr. Cuuporr. I guess we are through with this witness. I want 
to thank you, Mr. Kimball. 

The subcommittee will adjourn now until tomorrow morning at 
10 o’clock. ; 

(Whereupon, at 4:10 p. m., the subcommittee adjourned until 
Tuesday, July 24, 1956, at 10 a. m.) 
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PRIVATE ELECTRIC UTILITIES’ ORGANIZED EFFORTS 
TO INFLUENCE THE SECRETARY OF THE INTERIOR 
(EBASCO SERVICES, INC., AND ROCKY MOUNTAIN 
GROUP) 


TUESDAY, JULY 24, 1956 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON PusLic Works AND RESOURCES 
OF THE COMMITTKE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to adjournment, at 10 a. m., in 
room F-16 of the Capitol, Hon. Earl Chudoff (chairman of the sub- 
committee) presiding. 

Present : Ticeicemeatativids Chudoff (presiding), Moss, Hoffman, 


Knox, and Jonas. 
Also present: James A. Lanigan, committee counsel; Arthur Perl- 
man, staff director; and Miles Q. Romney, professional staff member. 
Mr. Cuuporr. The subcommittee will be in order. Is Mr. Cochran 
in the room? Would you come up here and take the witness chair, 


please. Mr. Cochran, would you stand and raise your right hand? 
Do you solemnly swear the testimony you are about to give before 
this subcommittee shall be the truth, the whole truth, and nothing but 
the truth, so help you God? 

Mr. Cocuran. Yes. 

Mr. Cuuporr. What is your full name? 

Mr. Cocuran. Clay L. Cochran. 

Mr. Cuuporr. Would you spell your last name? 

Mr. Cocuran. C-o-c-h-r-a-n. 

Mr. Cucuporr. Where do you live, Mr. Cochran? 

Mr. Cocuran. Alexandria. 

Mr. Cuvuporr. Virginia? 

Mr. Cocuran. Yes. 

Mr. Cuuporr. Mr. Romney, will you proceed? Do you have a pre- 
pared statement ? 


TESTIMONY OF CLAY L. COCHRAN, DIRECTOR OF LEGISLATION, 
RESEARCH, AND MANAGEMENT, NATIONAL RURAL ELECTRIC 
COOPERATIVE ASSOCIATION 


Mr. Cocuran. Yes, in the sense that I received a letter from the 
committee inviting comment on some of these documents, and I am 
prepared to make some comments. 

Mr. Cuvuporr. Do you want to proceed with your statement ¢ 

Mr. Cocnran. If that is agreeable. 
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Mr. Cuuporr. Is that agreeable? 

Mr. Romney. Yes, sir. I would like, just for the record, to identify 
the document that Mr. Cochran was going to refer to, so that there 
will be no confusion between the first | printing and the second print- 
ing. Mr. Cochran, would you read the preface to the document which 
you have # 

Mr. Cocuran. “The principal investor-owned power companies 
serving the Rocky Mountain area have prepared this booklet of factual 
information with the thought th: at it will be useful to the Secretary 
of the Interior and his Department.’ 

Mr. Romney. And the title to the booklet ? 

Mr. Cocuran. “The Federal Power Program, Its Background, 
Growth, and Consequences.” 

Mr. Romney. I think from previous testimony it will be seen 
that this document is the first printing of the booklet. Now Mr. 
Cochran, would you like to proceed ? 

Mr. Cocuran. Mr. Chairman, there is one other document here en- 
titled “Excerpt From Talk by John T. Kimball” that I also plan to 
make reference to. 

Mr. Cruvporr. That was in the pocket of the original book that was 
in the Interior Department Library and we kept it Fall together. 

Mr. Cocnran. As I stated earlier, my name is Clay Cochran. I 
am director of the legislation, research, and management dapartment 
of the National Rural Electric Cooperative Association, which has as 
members over 92 percent of the rural electric systems in the Nation, 
located in 42 States and Alaska. 

Normally our general manager would appear before the committee 
to make these comments, but he is away and could not return. I will 
do the best I can. 

I have been with the program about 4 years. I am a former pro- 
fessor of economics, and an attorney. There is a lot I do not know 
about the program but I think I know enough to throw some light 
on the subject for the committee. 

May I say at the outset that the rural electric systems are private, 
consumer-owned systems which were brought into being because of 
the utter failure of the private monopolies which dominated the 
electric industry prior to 1935 to extend service to rural areas. This 
gives our people an especial interest in the nature and the structure 
of the industry and the relations of the Government to that industry. 

Our people are interested in an abundance of low-cost electricity, 
and to secure that abundance they believe that the continuation of 
competition in the electric industry is essential. It is for this reason 
and because about 300 of them get their wholesale power supply from 

Federal power projects that they support the Federal power program. 

And I might say that they are firmly opposed to any extension of the 
domination of the indus stry by the great monopoly corporations. 

[ am going to restrict my comments to three points: (1) a brief 
statement of the difference of viewpoint that exists between the rural 
electric systems and others as regards the means of securing an abund- 
ance of low cost power; the rel: ationship of that problem to compre- 
hensive development of the Nation’s water resources, and an element 
of competition in the electric industry as contrasted to the views ex 
pressed in these documents under discussion. 
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Mr. Jonas. Mr. Chairman, may I ask a question of you before we 
proceed ? 

Mr. Cuuporr. Yes, sir. I want to say this to you, Mr. Jonas. 
I have no objection to any questions you ask me. I thought for the 
sake of getting through here—and we want to get through, I was 
hoping, by Thursday at the latest—that we ought to let the witness 
finish whatever he has to say. Then I will open it up for questioning. 
But if you have a question for me, go right ahead. 

Mr. Jonas. I want to ask you a question as to in what respect does 
the proposal of the witness to debate the subject with Mr. Kimball 
and the author of the booklet, what bearing does that have on the 
issue before the subcommittee ¢ 

Mr. Ciuvuporr. I do not know to what the witness is going to testify. 

Mr. Jonas. He has just told us what he is going to say. 

Mr. Cuuporr. He said he is going to comment on the book as it 
aifects, I believe, his group. 

Mr. Jonas. He said he was going to discuss the difference in view- 
point between the group he represents and the viewpoint as expressed 
in the document. 

Mr. Cuuporr. What I thought he meant by that—I might have 
made a different interpretation—was that we know we have an issue 
here. 

Mr. Jonas. The only issue is whether they prepared this to try to 
unduly influence some agency of the Government. 

Mr. Cuuvorr. That is right. 

Mr. Jonas. But you will find hundreds of people who do not agree 
with the language in there, with the argument. Are we going to go 
into a de bate ¢ 

Mr. Cuuporr. Actually I think we have a right to go into the factual 
details in the Federal power program booklet, whether they are proper 
details, whether they list proper facts, whether the facts are true. 
( ‘ertainly, if a document which is sent to the Secre tary of the Interior 
for the purpose of setting forth what the private companies of the 
Rocky Mountain States believe should be the Federal power program 
of the United States, certainly we should have the right to produce 
witnesses who will determine whether or not those facts are proper 
facts. 

Mr. Jonas. I just thought in the opening statement of the witness 
it indicated that he was going to outline the contrary views of the 
association that he represents, and that looked to me as if we were 
getting ready to have a debate on the issue of public versus private 
power, and so for th, -“e there would be no end to that. 

Mr. Cuvuporr. No, I do not think that he intends to do that. I 
think that he intends to go through the booklet to determine whether 
or not the facts set forth in the booklet are proper facts and are 
really the facts that the Secretary of the Interior should have. 

Mr. Cocuran. | was possibly unfortunate, Mr. Chairman, in not 
saying “brief” more loudly. 

Actually my No. 1 point on the orientation of our view is one 
paragr aph. The only reason I put it in here at all was that in scan- 
ning “L or 2 of the transcriptions of the earlier hearings I noted there 
was a discussion as to whether or not groups had a right to advocate a 

certain viewpoint, and I was going to make it perfectly clear that we 
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did not question that right at all but stress the fact that there were 
differing viewpoints and that we were approaching it from a.certain 
viewpoint. 

Mr. Cuuporr. I think it is agreed that your group advocates your 
viewpoint. I do not think there is any question about that. 

Would you proceed? You can read that paragraph; but let’s not 
get into a long discussion as to a fight between public and private 
power, because I think we can go on for years arguing and debating 
the different merits. 

Mr. Cocnran. The second part of my statement has to do with the 
fallacies in this Federal power program pamphlet. The third part is a 
brief summary of Mr. Kimball’s recommendations and a very, very 
brief résumé of the way in which it appears to us certain policies of 
the administration have followed this line. 

Mr. Cuvuporr. Now, would you stop at that point? Do you want to 
go up now and answer the rollecall and come down? It is just a 
quorum call. I think we had better adjourn for 15 minutes anyway and 
answer this rollcall. 

(Short recess. ) 

Mr. Cuuporr. Would you proceed, please ? 

Mr. Cocuran. Briefly on this business of viewpoint, our support 
of competition in the electric industry is the fruit of bitter experience. 

For years the private utilities, secure in the possession of their 
franchises, free from the pressures and incentives common to com- 
petitive free enterprise, refused to extend electric service to rural 
areas. Only when the Federal Government actively intervened and 
financed and fostered the development of a competing form of electric 
enterprise—the cooperative—did electric service begin to come to rural 
areas. 

As soon as cooperatives—patterned after the original TVA rural 
electric cooperatives—began to organize the private monopolists dom- 
inating the industry suddenly decided that their earlier computations 
were erroneous and that they could serve rural areas. In other words, 
when cooperative competition appeared, the power companies were 
compelled to act a little bit like tons competitive enterprise. 

The same story is true in the generating and transmission field, and 
down the years our farmers have learned that competition in the 
electric industry—including the Federal power program—is sound 
business and essential to an abundance of low-cost power. 

We have an exhibit here showing the effect of Federal power projects 
on the wholesale rates of our system. 

(The exhibit referred to appears on p. 205.) 

It is certainly not necessary for me to elaborate on the contrasting 
views of the private companies. They have fought the establishment 
of Federal power policies designed to bring about resource develop- 
ment with an antimonopoly orientation; they fought the TVA yard- 
stick and continue to do so; they fought the passage of the REA Act 
and opposed adequate appropriations for REA; their attacks have 
naa from outright opposition at first to efforts to capture Federal 
projects at later dates, 

I touch on this contrast in views with this in mind: No American 
should object to the right of any person to present his views to the 
public or attempt to persuade public officials to share those views, 
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when such activities are carried on honestly and at the advocates’ own 
expense. 

But there are a great many of us who object to dishonest propaganda 
financed at the ratepayers’ expense and without his advice or consent. 

1 have a brief analysis here of the two documents which were identi- 
fied at the beginning of my statement. 

First, without reference at the moment to the use of erroneous or 
calculatedly misleading figures in the individual statements or charts 
in the Federal power program document, I would like to comment 
generally on the argument and certain internal inconsistencies in this 
document. 

The gist of the argument of this pamphlet is this: “New Deal 
planners”—and the page references I am using here are to the pages 
in this document—*New Deal Planners,” (pp. 1-2) headed in the 
same direction as the Socialist Party (pp. 34-86) have brought about 
an enormous expansion of the Federal power program (pp. 3-11 and 
also pp. 32-33) which does not pay taxes (pp. 30-31). 

In the process, Mr. Chairman, I wonder if it would be a little easier 
if I would skip reference to these page numbers. 

I have passed the reporter the pages. I can pass him my original 
here in a minute if you want to check the page references but I realize 
listening to about four numbers after each ‘phrase probably robs the 
summary of all its meaning. 

Mr. Cuuporr. If there is no objection, I cannot see why you should 
not proceed that way. Do you want the facts documented by page 
numbers? You may proceed and leave the page numbers out. 

Mr. Jonas. I would like to have a copy of the statement. 

Mr. Cuuporr. If the statement is turned in to us, we will be very 
happy to give you a copy of it, Mr. Jonas. 

Mr. Cocuran. I am very sorry, Mr. Jonas; we practically never 
appear up here without a copy of a statement, but we just have not 
had time. I have got a partial carbon made for the reporter just to 
help him. Otherwise the only copy I have is mine. I am very sorry. 

Mr. Cnuporr. You may proceed, 

Mr. Cocnran. In the process to further socialism, the “New Deal 
planners” have pampered socailed preference customers (pp. 20-21) 
and have done this by twisting the laws of Congress (p. 18) through 
the organization of giant power-marketing agencies which serve only 
a relatively unimportant percentage of the total ultimate consumers 
of electricity (pp. 20-21). 

The Federal power program is a tremendous expense to the tax- 
payer, an expense which will grow to staggering totals in future 
years (pp. 12-17 and pp. 22-2: 3), totals sufficient not only to frighten 
any taxpayer who believes them but sufficient to indicate that the 
whole private sector of the industry will be swallowed by the Federal] 
Government (pp. 22-23). And all of this is taking place in a land 
where highly cost-conscious private utilities who can build plants 
much cheaper than the Government (pp. 26-29) stand ready to do 
the job without tax subsidies. Therefore, the whole Federal program 
should be discontinued and the existing Federal plants sold or leased 
to private power companies (p. 37). 

Now there is a curious internal ine onsistency in this argument, 
because, according to this document, the loaded figures on Federal 
expenditures to serve a pampered group of consumers, of which there 
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are not many, are unnecessary not only because they are unfair and 
socialistic but because the private sector of the industry has been spend- 
ing money even more rapidly and is much more efficient. Therefore, 
the Federal expenditures have not only been unnecessary but they 
have been relatively inconsequential anyway. (End of summary of 
document.) 

I cannot add up this kind of an argument very effectively. 

We have had neither the time nor the staff to do the kind of de- 
tailed job on this pamphlet and speech we would like to do but I 
would like to touch on them briefly. 

Pages 1 and 2 of the Federal power program document, indeed the 
whole document, are an attempt, and a poor one, to rewrite the history 
of the Federal water resources program. The writers jump 22 years 
from 1906 to 1926, those eventful years during which President 
Theodore Roosevelt, Governor Pinchot, President Taft, and a host 
of other men in both parties developed the concept of comprehensive 
river development and wrote laws and vetoes precluding private 
seizure of public hydro sites and cream-skimming of the rivers. 

Thereafter the writers leap lightly over Hoover Dam and its pref- 
erence clause to conclude that “widespread marketing of power was 
not a primary purpose” of the Boulder Canyon Act. Presumably 
they have their own definition of “widespread marketing.” But these 
gymnastics enable these acute researchers to virtually erase almost 
three decades of resource history and thereby establish to their own 
satisfaction the fact that the Federal power program begins with the 
second Roosevelt and his “New Deal planners.” 

According to this Orwellian history the Corps of Engineers and the 
Bureau of Reclamation “subsequently set forth some plans,” but no 
reference is made to the fact that the Congress has ordered the Corps 
of Engineers in 1926, when Mr. Coolidge was President, to come up 
with river basin studies. 

From here the tale runs on about Government “master plans” and 
the “master blueprint of the Federal power program.” 

The clear implication is that somehow the Congress of the United 
States representing the people went on a “soma holiday” for more than 
11 years while the New Deal planners passed law after law and issued 
“Executive orders and interpretations” to achieve the destruction of 
private power. A more perverted review of a great program has never 
been put into print. 

Finally, on page 2, these “double-think” experts are ready to spring 
the news of a deep conspiracy against the private utilities; and they 
trace in awe-striking statistics the story of the growth of the Federal 
power program; that is, the results of the “master plan” of the “New 
Deal planners.” 

The truth of the matter, of course, was that progress in electrical 
engineering technology plus Federal expenditures and the temporary 
retreat of the power companies—reeking from the Hopson-Insull 
scandals—resulted in the long-delayed development of our river basins. 

There was nothing secretive or conspiratorial about the program, 
and it was Congress after Congress which gave the program their 
blessings in the form of authorizations and funds which made it pos- 
sible for the program to flourish. 
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The table on page 3 is designed to document the dreadful charges of 
a Socialist conspiracy. The.figures themselves are not greatly differ- 
ent from Federal Power Commission data. But with page 4, the prop- 
aganda really gets underway. 

The statements and the map on pages 4 and 5 are misleading. Fed- 
eral projects in operation, under construction and allegedly “pro- 
posed” (whatever that means) are all lumped together. This thor- 
oughly misleading map on page 5 has appeared in one fantastic varia- 
tion after another in power-company propaganda for years. 

One variation was produced in the ECAP series and reproduced in 
a Saturday Evening Post brochure, a brochure in which the Post as- 
serted that a happy combination of an expensive power-company ad- 
vertising campaign plus editorial boosts by the Post editors had 
helped “turn the tide of public opinion.” 

A similar map was widely circulated by Mr. Vennard of Middle 
West Services, Inc. 

It would be a great service to the public if this committee could ask 
Ebasco to document this map. If they cannot, Mr. Vennard now 
heads the Edison Electric Institute, and he might oblige. Between 
Ebasco and the propaganda remnants of the Insull empire somebody 
should have the data on which this map is based. 


We are particularly interested in what they mean by “proposed.” 


In other words, can you propose these in a newspaper editorial, o1 
does it have to be a congressional document, or just what does it have 
tobe? 

On pages 6 and 7, transmission lines, actual and proposed, are set 
forth with the same fearful implications of socialization. Compari- 
sons between 1932 and 1952 are obvious nonsense. Moreover, I be- 
lieve that if this committee would request documentation it would find 
that a number of the “proposed” power lines, that is allegedly proposed 
in 1952, still do not exist and probably never will, and that the charges 
of parallel and duplicate lines are almost wholly if not wholly false. 

Here again one opposed to the antimonopoly Federal power policy 
would get one impression, while others would accept the actual figures 
(actual as opposed to “proposed”’) as a reflection of accomplishment 
under that policy. 

Pages 8 and 9 contain another fanciful combination of actual and 
“proposed” projects; the “gigantic” Federal program generated 13.07 
percent of all power in 1955; although I believe on these pages it is 
indicated that by that time they would be producing 15 percent of the 
power. The Federal Government generated 12.5 percent of all power 
in 1954, the private companies generated 81.5 percent. These figures 
are hardly so frightening as those set. forth in this document. 

On pages 12 and 13 there is again the same type of misleading data. 
Moreover, it is my opinion, and I put it in the form of opinion only, 
because IT have not had time to get over to Interior or to the library to 
check, that in all these “cost” figures on Federal power projects, the 
figures are not for electric power features alone, but include all non- 
reimbursable costs as well. 

An interesting sidelight of page 13 is that the $20 billion estimate of 
the cost of proposed projects was used in June 1953 by Ancher Nelsen, 
newly appointed REA Administrator. At NRECA’s summer board 


meeting he attacked our 1953 annual meeting resolution calling for 
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the development of the Nation’s hydro resources and charged that we 
had, in effect, asked for the expenditure of $20 billion. 

I wondered then what crystal ball he had used to get that figure and 
now I guess we know. He must have been looking in Ebasco’s crystal 
ball. 

We have not had time to check the sources of the figures on pages 
14 and 15 on the “rising cost estimates after Federal projects have 
been started.” 

Note that the statement on page 14 is “after projects have been 
started.” This would clearly imply that the “original estimate” on 
these projects was made at the time construction began. Yet in the 
following paragraph the writers use the word “authorized” in refer- 
ring to the Central V alley project. 

The obvious purpose of these pages is to further frighten the poor 
taxpayer and utility investor by showing how the bureaucrats inflate 
their projects once they get them underway. It would hardly have 
been posstrble to present a more deliberately confused and confusing set 
of figures. 

The men in Ebasco who prepared these figures are aware that there 
is frequently a lapse of years between “authorization” of a project 
and the letting of contracts and the actual beginning of construction. 
They were also aware that the initial plans for projects are frequently 
changed subsequently and that such changes are subject to approval 
by the C ongress. And, they should be aware that changes of this sort 
are common in all private industry. 

Preliminary estimates of the cost of a planned project can vary be- 
cause of changes in the plan, inflationary changes in the interim be- 
tween preliminary estimates and completion of construction, and for 
other perfectly legitimate reasons. This pair of pages is a class A 
illustration. of the old adage that figures do not lie, but statisticians 
sometimes do. 

Pages 16 and 17 actually reflect variations in formula application by 
two agencies of Government. The vital import: ince of cost allocation 
cert: ainly deserves attention as the situation in the Southwest currently 
illustrates. I will touch on this later in my discussion of the adminis- 
tration’s power policy. 

Pages 18 and 19 were apparently not considered frightening enough 
to utility investors in just showing Federal marketing agencies, so the 
Ebasco experts threw in the Nel raska public and cooperative power 
systems for good measure. 

Here again on page 18 the sinister current of conspiracy recurs and 
charges that Fec eral agencies “have twisted preference clauses in 
existing Federal acts”; as a representative of electri ic systems entitled 

to preference, I challenge Ebasco and all its “serviced” power com- 
panies to substantiate such a charge. 

The history of the struggle of prefere nce customers to secure their 
legal rights is long and tangled, but Federal agencies should not be 
attacked for empire building conspir acies when they are merely trying 
to carry out laws passed by the Congress. 

With reference to pages 20 and 21, we are in hearty accord with 
Ebasco that electric consumers served by nonprofit electric systems are 
a small percentage of the total in the country. This is the background 

gainst which most of our thinking takes pl: ice. The whole concept 
of the Federal-local yardstick on utility rates is that the electric 
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power industry need not be socialized. It can be made dynamic and 
made to serve the people by the competition of the nonprofit systems, 
but this depreciation of the numerical importance of preference con- 
sumers certainly does not substantiate Ebasco’s scare talk about the 
socialization of the industry. 

Pages 20, 22, and 23 are among the most deliberately misleading of 
all the pamphlet. The writers gloss over the fact that public owner- 
ship in the electric industry is just as old as private ownership. 
They claim the private companies “serve practically all the people in 
the Nation completely and efficiently” when on just the preceding page 
they have stated that 20 percent of electric consumers are served by 
nonprofit systems. Then they plunge into their crystal ball for figures 
about the “proposed” Federal power program in the years ahead, using 
past investment figures for the private sector but blowing the public 
figures up by using future predictions. 

Moreover, they smoothly disregard the reliable estimates that total 
electric production in this country must be tripled by 1975 and that 
there should be some projects on the part of private industry as well as 
on the part of Government. 

Page 24 shows an interesting omission. It is claimed that “private 
investment can and will build all necessary power facilities to serve 
the people.” Nothing is said about the accelerated depreciation 

rogram which was in full swing at the time, pouring interest-free 
foams into the coffers of the power companies out of the Treasury of 
the United States. Nor is anything said about development of water 
resources which are highly important to the welfare of the Nation if 
not a kilowatt of power were generated as a result. This is propa- 
ganda in the finest professional sense of the term. 

Here again Ebasco’s figures confound their earlier arguments. In 
the preceding pages the Federal power program is rushing us pellmell 
to socialism, dwarfing the private sector of the industry, and at stag- 
gering cost to the poor taxpayer—but now we learn that the private 
sector of the industry has spent, according to this document, seven 
times as much since World War ITI as the Federal Government. B 
the time we reach pages 24 and 25 the ghastly encroachment of sited 
ism has slowed to the pace of a sick snail. 

We have not checked the figures on Cabinet Gorge Dam, pages 26 
and 27, as to the comparative costs and whether or not the same project 
was built by the private companies as had been contemplated by the 
Government ; but it is noteworthy that no mention is made of the more 
than $14 million interest-free loan, and the more than $151 million in 
subsidies which Washington water power will get from its accelerated 
depreciation certificates are nicely omitted. 

The “cost consciousness” of the private utility industry which is 
mentioned here is best illustrated by the Comptroller General’s report 
on the “Ebasco fiasco” in which Ebasco made itself something of a 
reputation. 

The comparison between Montana Power’s Kerr Dam and the cost 
of the Federal Hungry Horse Dam on pages 28 and 29 is thoroughly 
dishonest. According to Ebasco, Hungry Horse cost $103.5 million 
to secure capacity of 285,000 kilowatts; whereas Montana Power Co. 
had built Kerr Dam with 112,000 kilowatts, for an alleged $11 million. 

The following table presents an interesting contrast in figures. 
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Mr. Cuvuporr. Now would you stop right there, Mr. Cochran? We 
are going to recess for 15 minutes to answer the quorum call. 

(Short recess. ) 

Mr. Cuuporr. Will you proceed, please ? 

Mr. Cocuran. I was about to discuss a table here, Mr. Chairman, 
and on ‘annot really discuss tables unless the listeners have one to 
look a 

Mr. es Do you have a copy of this table 1? 

Mr. Cocuran. Yes. I don’t really plan to discuss the table, but I 
wanted to say that we took the figures from this pamphlet and picked 
up the Federal sources and set them down in a cor responding column 
and made this comment on them. 

Now, these figures do not add up to anything except that they do 
not add up to anything, and certainly do not add up to the kind of 
prop: sedi figures Ebasco peddles in this pamphlet. 

The truth of the matter is that Kerr Dam was a rare economical dam 
site, and most of the construction was done during a very low cost 
period. 

Hungry Horse is a wholly different type project with the principal 
power benefits showing as downstream benefits resulting from regu- 
lation of flow of the river and built during a different period of cost. 
The projects are not comparable in size, time of construction, type 
of project, or benefits. 

(The table referred to is as follows :) 


TABLE I 


of information 


Cost of Kerr Dam: | 
$11, 000, 000 


Actual dollars. - $1 


basco | Other sources 
| 
1 $16, 958, 000 


Adjusted to 1955 dollars $30, 400, 000 
Kerr Dam: 
‘Total eapacity (kilowatts) 112, 006 i 168. 000 
Cost per kilowatt capacity (actual dollars $97 | 2 $18] 
Hungry Horse: 
Cost $103, 500, 000 | $103, 500, 000 
Installed capacity at site (kilowatts) 285, 000 285, 000 
Cost per kilowatt capacity at site (approximate 2 $363 
Kilowatts of firm power resulting from project at site and dowt 
stream $510, 000 
Cost per kilowatt of firm power not including cost of additional 
_ 7 $128 


downstrearn facilities - 


i Federal Power Commission. 
? Computed. 
7U.8. Bureau of Reclamation. 





Mr. Cocuran. Yet Ebasco apparently has no difficulty in skimming 
lightly over these features which make the projects noncompar: able, 
and coming up with the devastating conclusion that Montana Power 
was able to produce 112,000 kilowatts of capacity for $11 million 
whereas it cost the Bureau of Reclamation 103.5 million to produce 
285,000 kilowatts of capacity. 

In the table, incidentally, it is made perfectly clear that this 285,000 
kilowatts of capacity is wholly misleading because the Bureau of 
Reclamation says that the number of kilowatts of firm power resulting 
from the Hungry Horse yroject at the site and downstream inc ‘luding 
Kerr Dam is 816,000, which is quite a different figure from 285,000. 
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Mr. Lantcan. Do you mean that by added kilowatts ? 

Mr. Cocuran. Added kilowatts of firm capacity. 

Mr. Lanican. At Kerr Dam? 

Mr. Cocuran. No; the 810,000 is from the Hungry Horse site clear 
down the Columbia River system. 

Pages 30 and 31 are dedicated to the utility argument there should 
be no Federal, local public, or cooperative power because the private 
utilities are such good tax collectors. They don’t argue this, of course. 
They refer to themselves as taxpaying partners in every community. 
Next to socialism this is their favorite tale. 

I would call to the attention of the subcommittee a number of points 
on this tax-collecting justification for destroying competition in the 
electric industry. In the first place no utility pays any taxes what- 
soever in the sense that competitive industry pays taxes. Taxes to a 
utility are reimbursable cost which is charged to the rate payer. In 
the second place, in 1955 private industry and private utilities pur- 
chased 31.6 percent of this “tax free” Federal power, making them the 
unwilling recipients of this bounty. 

Moreover, the private utilities have arranged to get themselves a 
subsidy under the accelerated defense depreciation program of over 
$4.7 billion which they have fought to keep from the consumers before 
State and Federal reclamatory bodies and elsewhere. 

Furthermore, in 1955, 31.7 percent of all Federal power went to 
Federal agencies and it strains me a bit to understand why the Federal 
Government should itself pay itself taxes on the power it produces 
and uses itself. 

This whole tax argument is false, disregards the constitutional 
rights of States and local governments, or at least flies in the face of the 
fact that those constitutional rights exist and is, in fact, an assertion 
of the belief of these private monopolists that public organizations, 
including Government itself, should be entitled to no rights not ex- 
tended to private monopoly. 

This is the ultimate in the declaration of the new sanctity of eorpo- 
rate monopoly. 

I have not been able to determine how Ebasco computed the “Fed- 
eral taxes lost on public power.” Presumably Federal taxes are cor- 
porate income taxes on profits. Just how Ebasco set about computing 
Federal income taxes on the profits of nonprofit agencies I do not know. 
It would be a public service for this committee to request further infor- 
mation on this point. 

On pages 32 and 33 Ebasco’s figures are used to indict the Bureau 
of Reclamation for virtually abandoning its irrigation responsibilities 
and joining in on the Socialist crusade to take over the electric utility 
industry. 

The writer of the pamphlet says: 

* * * but since 1952 it— 
the Bureau— 


has installed 4,383,410 kilowatts of power—much of it without regard to irriga- 
tion and not connected with irrigation projects. 


The writer adds: 
This situation is disturbing to many westerners, 


If this situation were true, it might also be disturbing to this com- 
mittee and to the Congress. 
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The Congress would certainly be staggered by the thought that the 
Bureau of Reclamation had built roughly 4.4 million kilowatts of 
power capacity, most of which was not related to irrigation, because 
the Congress is undoubtedly under the impression that all of the 
Bureau’s power installations are related to irrigation with the pos- 
sible exception of Hoover Dam, which was constructed under a special 
act of Congress. 

Pages 34 and 36 follow the power company line which was developed 
after an opinion survey revealed that after years of attack upon TVA, 
the American people were still friendly to it. 

But the same survey revealed that Americans were not friendly 
toward socialism. Since then the power companies have spent tre- 
mendous sums of rate payers’ money trying to make Federal, local 
public, and cooperative power synonymous with socialism. 

It might be interesting to the subcommittee to know that Adm. Ben 
Moreell, who headed the Task Force on Water Resources and Power 
for the Hoover Commission, has discovered that this country is not 
being just “creeped upon” by socialism, but by communism. Mr. 
Moreell has discovered that Karl Marx, about 1848, went all out for 
free public education and income taxes, and Mr. Moreell finds the 
American adoption of these practices most frightening. 

It is almost pleasant to know that there are people more alarmed 
than Esbasco about the possible fate of this country and for reasons 
equally absurd. 

The Federal power program booklet ends with an eye to the future 
and doubtless a new Secretary of the Interior, indicating that if the 
warnings of Ebasco are followed and popular policies adopted, the 
Nation can reduce the Federal debt by eliminating all expenditures 
on power which private enterprise is ready, willing, and able to per- 
form and by following the recommendations of Charles FE. Wilson 
that all Federal power projects be sold to the power companies. This 
is a program for abolishing the antimonopoly power policy of the 
Congress, permitting private corporations to take over all of the 
economical sites on the rivers and turn existing Federal power facili- 
ties over to the private companies. 

The Kimball document which accompanied the Federal power pro- 
gram pamphlet is apparently his concept of a proper Federal power 
policy. 

My summary of that is very brief, and I make it for the reason that 
I had to go through and number the various recommendations Mr. 
Kimball had in mind so that I could relate them to policies at a later 
point. 

According to Mr. Kimball, the Federal Government should, (1) not 
build powerhouses if this can be avoided, but should sell the falling 

water to power companies; or (2) if the Government must build 
powerhouses, it should immediately lease them to private monopoly ; 
or (3) if this is not practical, then Government-generated power should 
immediately be sold to private monopoly under long-term contracts; 
or (4) if the Government must build transmission lines, Congress 
should carefully circumscribe the right to make sure that no private 
power company lines are duplicated; (5) preference as an antimo- 
nopoly policy should be abolished; (6) the traditional Federal yard- 
stick policy should be abolished in favor of a reverse yardstick under 
which Federal power rates would be fixed by private rates and not by 
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the cost of production; (7) recapture clauses in contracts with non- 
preference customers should be abolished, except for very limited 
urigation uses; (8) Federal Power Commission jurisdiction over re- 
tail power rates should be abolished, and such powers handed to the 
cae well-controlled State commissions; (9) federally transmitted 
Federal power would be sold only to State-franchised utilities (1 
might say parenthetically there that in most States our cooperatives 
are not franchised by the State commissions) ; (10) such power as in 
point 9 shall be allocated on a “rabbitburger” basis—oue-horse-one- 
rabbit, based on the demand of the companies versus the preference 
customers, and since the preference customers are very small they get 
a rabbit and the power companies get a horse. 

Mr. Horrman. Well, that is your conclusion ; is it not? 

Mr. Cocuran. This is a statement of fact. 

Mr. Horrman. That is your opinion, mean. You have been giving 
all along now 

Mr. Cuuporr. Mr. Hofiman-—— 

Mr. Horrman, Just a minute. I think the members of the com- 
mittee are entitled to know something about what you bring in here. 
I think what you have done is to give counsel the opportunity in prefer- 
ence to the members to examine all of the witnesses and examine them 
at length. Then you have brought on this gentleman, given him a 
sounding board for his opposition to the administration’s power policy. 

Now, that has been your procedure all along; and he has been giving 
here his views of what Kimball advocated. You would never give 
Kimball an opportunity to comment on this testimony. 

The point is that it is one-sided all the way through and has but one 
purpose, and you are doing this when, for instance, Mr. Jonas here has 
an appointment with the Rules Committee. 

We are all interested in that legislation ups:airs. You are making 
a deliberate attempt to give one side an opportunity to express its 
views, just as vou did in the Al Sarena case, just as you did in other 
hearings involving the Interior Department. 

Mr. Cuuporr. Mr. Hoffman, it is not new that you have criticized 
me. 

Mr. Horrman. No, it is not and it is not going to be the end of it. 

Mr. Cuuporr. I am sure it is not. 

Mr. Horrman. I am going to do more of it on the floor. You are 
forcing me into a position where I will have to object to the House 
procedure. You are taking advantage of a rule to the detriment of 
of the interests of every single Congressman who is interested in any 
of these questions. 

Mr. Cuuporr. Well, the rules are the rules. 

Mr. Horrman. Sure they are. 

Mr. Cuuporr. You want to make your own rules. 

Mr. Horrman. If I want to object, I can stop the business. 

Mr. Cuuporr. You are out of order; you are filibustering and you 
won't let us finish because you are making a lot of comments in the 
record. You have done that since we started. You are trying to keep 
the story from getting to the people. 

Mr. Horrman. No, I am not. 

Mr. Cuuporr. They are entitled to know it, and they are going to 
hear it. ' . 
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Mr. Horrman. Sure, just as long as you have a part of that $995,000 
to spend you are going to spend it. You took your pr ivate office force 
to the Virgin Islands, didn’t you? 

Mr. Cuvporr. I did not “take” anybody anywhere. 

Mr. Horrman. You did not? Look at your vouchers. 

Mr. Cuuporr. Well, we did some very, very fine work in the Virgin 
Islands and for the first time the Virgin "Islands had a real committee 
inquiry. We had received serious compl: ints in connection with an 
acute water shortage, contract irregularities, and other problems in 
the Vi irgin Islands. The entire subcommittee was invited to go to 
the Virgin Islands in order to conduct a public inquiry, but the other 
members couldn't arrange to be there. So I deemed it advisable to look 
into these matters myself. Asa result of a survey by the staif, a memo- 
randum was prep: ared and submitted to the chairman of the full com- 
mittee and the members of the subcommittee. Subsequently, the 
members of the subcommittee unanimously voted to continue the 
investigation. 

Mr. Horrman. $50 a day—fine work. 

Mr. Cuuporr. I want to say this, Mr. Hoffman. The regular $15 
per diem allowance was claimed and paid. We are going to take the 
subcommittee to the Virgin Islands again. I hope you will come 
along, as there is very important work to be done. 

Mr. Horvman. Sure; the committee has only been down there 
four times. 

Mr. Crruporr. To go into the way the Department of the Interior, 
the Secretary of the Interior, and the Director of the Office of Ter- 
ritories are ruining those islands. 

Mr. Horrman. Yes; you have just one project and that is to defeat 
Eisenhower; that is your only purpose. 

Mr. Cuvporr. I will be against Eisenhower. That is the only thing 
that I can agree with you on. 

Mr. Horrman. And you don’t care about the methods you use. 

Mr. Cuvporr. We are going to continue. The people are going to 
get this story, and I do not —t what you say; you can go up on “the 
floor and talk for hours. I do not want to even dignity what you 
have to say on the floor by answering you. 

Mr. Horrman. You cannot answer. 

Mr. Cuuporr. I can answer plenty. You make sure to leave this 
subcommittee while it is holding hearings and go up there and make 
a speech while I am in the chair and cannot leave. You go up on the 
floor while I am not there. 

Mr. Horrman. I will makea speech this afternoon. 

Mr. Cnuuporr. Make sure I am on the floor and I will answer you. 

Mr. Horrman. You are so busy serving the interests of certain 
individuals that you cannot attend the House sessions. 

Mr. Cuuporr. I am so busy serving the people of the United States 
that I do not have time to be up there all the time, but I will be up 
there. If you want to make a speech about this subcommittee, make 
sure I am on the floor and I will answer. 

Mr. Horrman. No: I will not make sure. TI cannot act as guardian 
over you. 

Mr. Cuvporr. You have done everything possible to take away 
from the dignity of the Congress of the United States. You run 
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around the tables; don’t sit in your place; take your coat off. I do 
not object to it. 

Mr. Horrman. Take off what ! 

Mr. Cuuporr. Take your coat off. 

Mr. HorrmMan. Sure; and I will again if I want to. 

Mr. Cuuporr. Will you proceed, Mr. Cochran ? 

Mr. Horrman. Yes; go ahead with a biased, unfair statement; 
your own conclusions about a previous witness’ testimony. 

Mr. Cocuran. | ee continue with my 

Mr. Horrman. ‘Tirade? 

Mr. Cocuran (continuing). Analysis of the various points made in 
Mr. Kimball’s speech as regards a proper—in his opinion—power 
policy. 








(11) Purchasers with established rights to purchase shall pay such M 
wheeling charges as State commissions shall determine, the important th 
point being here that there would be no bargaining involved. It rij 
would be the decision of a State commission ; 

12) If there is insufficient Federal power, it shall be divided up by TI 
au State agency if one exists plus such nonbargaining wheeling charges 
us the State agency may fix; rye 

(i3) The Federal Government shall assume no utility responsi- | fa 
bility ; in 

(14) Or develop any project, hydro or thermal, for power purposes _ | 
only ; Ca 

(15) The Federal Power Act of 1920 as amended should be abol- | I" 
ished as regards Federal control of streams except in such instances f 
where the ‘Department of Defense shall have positively forbidden c 
structures ; 

(16) Title to power sites shall exist in perpetuity in contrast with al 
the present provision of the Federal Power Act, and this shall be retro t] 


active giving any power company title in perpetuity to any site pres 
ently held. 

This constitutes my listing of the points to which 1 wish to make 
reference, Mr. Chairman. 

Mr. Knox. Mr. Chairman, may L ask the gentleman a question 4 

Mr. Cauporr. Mr. Knox, I do not want to refuse that right to you, 
if you will just limit it to one question. I want to keep regular order. 
We Nia | like to get finished. 

Knox. Mr. C ochran, when did you come to Washington, D. C., 

to the nd these hearings ¢ 

Mr. Cocuran. Mr. Knox, I work here as a part of the staff of the 
National Rural Electric Cooperative Association. 

Mr. Knox. Did you attend all the hearings / 

Mr. Cocuran. Of this subcommittee ? 

Mr. Knox. Of this subcommittee. 

Mr. Cocuran. On this matter—the matter under discussion / 

Mr. Knox. Since the subcommittee convened on this subject. matter. 

Mr. Cocuran. No. Ihave been to none of the hearings. 

Mr. Knox. May I inquire as to how you obtained the information 
relative to Mr. Kimball’s testimony ? 

Mr. Cocuran. This is some kind of a photostatic copy of this Fed- 
eral power program document, plus this summary of the excerpts from 
Mr. Kimball's speech which were transmitted to the association by the 
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chairman with the request that we comment on them as to their 
veracity. 

Mr. Knox. Did you have access to the hearings that were developed 
by the subcommittee and in print ? 

Mr. CocuraNn. Your earlier ones, or are you talking about the 
transcript ? 

Mr. Knox. Since we have convened on this subject matter. 

Mr. Cocuran. I have seen copies of 3 or 4 of the 

Mr. Knox. Volumes? 

Mr. Cocuran. Volumes; yes, sir. 

Mr. Knox. Where did you get the volumes ? 

Mr. Cocuran. I borrowed them from the subcommittee. 

Mr. Cuuporr. We turn that over to everybody, even the companies. 
Montana Power Co. got a copy: all the companies got copies, I 
think I gave the stenographer the right to give them to them; is that 
right, Mr. Stenographer ¢ 

Mr. Jonas. The difference is they are the defendants in this trial. 
This man is not a defendant. 

Mr. Cuvuporr. They are not defendants in this case. That is what 
you would like the people to believe. All we are trying to do is get the 
facts, and then we will write a report on it. There are no defendant 
in this case. 

Mr. Jonas. Who else did you give copies of the transcripts to, be 
cause I was instructed ” turn mine back in immediately after I cor- 
rected the grammar? I did not know you had all those available 
for distribution. W ad got copies of the transcripts, official trans- 
cripts, besides this w itness ? 

Mr. Cuuporr. Mr. Jonas, maybe I can shorten the proceedings. I] 
asked this organization to comment on the Ebasco pamphlet and on 
the testimony. I gave them authority to read the testimony so thai 
they could properly comment on it. 

Now, as far as the testimony is concerned, it is not under lock and 
key. We deliver copies of it to everybody that asks for the right 
to purchase them, or however they get them from the stenographic 
service company. 

Mr. Horrman. That statement is absolutely not true in connection 
with previous hearings, because I have been unable for weeks to get 
copies of the testimony on those hearings, and you know it. 

Mr. Cuvuporr. Mr. Hoffman, the testimony was available to you 
at any time. You corrected your remarks and revised them in every 
hearing that you ever attended, and you know that you did. 

Mr. Jonas. I think we got this straight, then. I think it does cut 
through some of the underbrush. You, as the chairman of the sub 
committee before the hearings, furnished Mr. Cochran with a copy 
of the book / 

Mr. Cuuporr. That is right. 

Mr. Jonas. And with a copy of the summary of the Kimball speech, 
with the request that he testify before the subcommittee following his 
analysis of that information / 

Mr. Cuvuporr. That is right. On the first day of the hearings a 
representative, I believe, of the Montana Power Co. came to me and 
asked me whether they could have a copy of the tr warner I said 
they certainly could, and I told the stenographer to give anybody 
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that wanted a copy of the transcript a copy. I don’t know to whom 
he has given it. 

Mr. Horrman. And they paid for it? 

Mr. Cuvporr. I guess the »y did; I do not know. 

Mr. Jonas. The subcommittee furnished the witness a transer ipt? 

Mr. Cuuporr. I furnished it so he could comment on the testimony. 
Ife was not here. How else could he read it? 

Mr. Jonas. He could have been here. 

Mr. Cocnran. Mr. Chairman, none of my statement is based on the 
transcripts. It is based on these documents. 

Mr. Jonas. Wasn't he under subpena? We kept people here from 
Idaho and from Montana under subpena and over the weekend. 

Mr. Cuvuporr. As far as that is concerned, anybody has the right 
to come to the subcommittee office and read the testimony. It is open 
to the press. This is an open hearing. Therefore we have nothing to 
hide. 

Mr. Jonas. I am not questioning it. I am just asking you what Mr. 
Knox did when he started to ask questions. You said you could ex- 
plain it and save time, and I wanted to be sure I understood the expla- 
nation. 

Did they corfie to the subcommittee office and read the transcripts, 
or did the committee send them down to their office ¢ 

Mr. Cuvporr. I think they came up, and I think you took them with 
you, didn’t you? 

Mr. Cocnran. My secretary picked them up. 

Mr. Cuuporr. You said you would bring them back the next day 
and you did. 

Mr. Knox. Mr. Cochran, did you request to appear before this sub- 
committee to testify ? 

Mr. Cocnran. Mr. Knox, we were requested by the chairman to 
comment on these basic documents here. I could bring you a copy of 
the letter. I don’t have it with me. 

Mr. Horrman. Let’s have it. 

Mr. Jonas. Let’s have a copy of the letter, please. 

Mr. CuvporF. I think it is right here. What is the date of that let- 
ter? 

Mr. Jonas. June 28, 1956. 

Mr. Cocuran. Mr. Jonas, we have a small staff and a lot of work 
to do. 

Mr. Jonas. So do I and I was not consulted about this either. I 
think you got notice of the hearing before I did, as a matter of fact. 
I doubt if my notice came that early. 

Mr. Knox. Mr. Cochran, were you subpenaed to come before the 
subcommittee. 

Mr. Cocuran. No. 

Mr. Knox. And none of your records were subpenaed ? 

Mr. Cocuran. No. I did not know ours were under discussion. 

Mr. Knox. Oh, your records were not under discussion ? 

Mr. Cocuran. I was not aware of it if they were. 

Mr. Knox. And you were called in for a specific purpose? 

Mr. Cocuran. From what I know about the hearing, the subcom- 
mittee was inquiring into the actions of certain groups in preparing 
material for the purpose of influencing the new Secretary of Interior 

and others in the administration of the Federal power program, and 
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of course we are on the outside. We are not a part of the administra- 
tion. that program. 

M: nox. Then in other words you challenged the integrity of 
the L sasco company, is that right? 

Mr. Cocuran. You say, do I? 

Mr. Knox. Yes. 

Mr. Cocuran. Well, in my comments here I have made some pretty 
strong remarks about their use of figures. I think the record will 
speak for itself on my attitude toward Ebasco’s use of statistics. 

Mr. Knox. You made the statement that your statements here be- 
fore the subcommittee were facts, is that correct, and not propaganda? 

Mr. Cocuran. I believe that was in reference to Mr. Hoffman’s ques- 
tion as to whether or not there was anything to my rabbitburger com- 
ment on how this power would be devided under Mr. Kimball’s pro- 


posal, ' 
Mr. Horrman. Let me correct you. I was not talking about your 


rabbit-horse business. 

Mr. Cocuran. Well, it was at the point where I was referring to 
the Kimball suggestion on the allocation of power on the basis of the 
demand which the private systems as compared to the cooperatives 
can make on the Federal power program. The facts are that our 
needs are so small compared to those of the private companies that it 
would be a rabbitburger arrangement. 

Mr. Knox. Isn’t it a fact that you do challenge the integrity of the 
Ebasco company ? 

Mr. Cuuporr. Mr. Knox, can I comment? 

Mr. Horrman. The chairman wants you to shut up. Didn’t you 
ar him? 

Mr. Knox. Well, I am a member of this committee. 

Mr. Cuuporr. I think you can ask those question when we get to 
you. 

Mr. Horrman. You are just part of the furniture. 

Mr. Cuvuporr. I would like to get through with his testimony. 

Mr. Knox. Yes, if we could have a copy of the documents which 
the witness is reading so we can make some notes. 

How do you expect us to remember everything that he is stating 
here? 

Mr. Cuuporr. We gave you the best we have. I don’t even have a 


copy. 
Mr. Jonas has a copy. 
Mr. HorrmaNn. The rule is you should provide a copy before, where 


it is practical. This fellow has been on this thing since June 26 and 
you don’t give us a copy. 

Mr. Cuuporr. I think that this organization has supplied copies of 
their statements, full copies, every time they have appeared in front 
of this subcommittee or any other committee of the Congress. 

Mr. Horrman. You have not given them to us. To this minute I 
have not a copy. 

Mr. Cuuporr. I don’t have one either. 

Mr. Horrman. All right; then you are violating the rule which says 
that the witness, where it is practicable, shall furnish us copies. 

Mr. Cuupor¥. I think that he testified it was not practical for him 
to give it to you at this time and that is why he did not make a copy. 
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He only had one other copy and I gave it to Mr. Jonas so that the 
minority has a copy. The majority ‘does not even have a copy. 

Mr. Horrman. If you do not know anything about it that is your 
privilege. I offer this letter in evidence. 

Mr. Cuuporr. Without objection, let it be put in the record. 

(The letter referred to is as follows :) 

JUNE 28, 1956. 

Mr. Crype ELLIS, 


National Rural Electric Cooperative Association, 
Washington, D. C. 

Dear Mr. Evcis: Enclosed is a copy of a document entitled “The Federal Power 
Program” and two attachments thereto. 

I would appreciate it if you could review the documents and testify as to the 
accuracy of the alleged facts stated therein, and as to the effect the documents 
and views expressed may have on the Federal power program as _ estab- 
lished by Congress. I would also like to have your views as to the extent to 
which the suggestions made in the documents have been put into effect by 
administrative action. 

Qur present plan is to hold hearings on these matters commencing July 9, 
1956. The committee staff will give you more detailed information as our 
plans become more definite. 

Sincerely yours, 
EARL CHUDOFF, M. C., 
Chairman, Public Works and Resources Subcommitter. 

Mr. Knox. I note that the gentleman is reading or speaking from 
notes in longhand. May I ask you when you wrote the notes which 
you are using ? 

Mr, Cocuran. These, Mr. Knox, I wrote after midnight last 
night. 

Mr. Knox. And what did you use as evidence in order to set forth 
your views in these notes ? 

Mr. Cocuran. Two things. I carry about a 40-pound briefease 
home with me every night, lo: ided. 

_ Kxox. Wait a minute; let’s stick to the facts. 

ir. Cocuran. These are facts. 

ME Cxuuporr. Mr. Knox, I am going to give you a chance to ques- 
tion the witness on anything you “want to “ask him when he finishes 
his testimony. 

Now will you proceed and finish your testimony so we can get to 
see niger and counsel, who have some questions to ask you? 

CocuraNn. In terms of the impact of the recommendations of 
Mr. “Kimball on power policies, you must keep in mind that existing 
Federal power policies evolved from the firm conviction of the early 
conservationists that the Federal Government was the custodian of 
the Nation’s water resources, that river basins were organic wholes 
which can only be comprehensively developed through Federal eon- 
trols or programs. 

Negatively, the views of the conservationists led to a series of 
studies and vetoes under Presidents Theodore Roosevelt and Taft 
and, positively, to the passage of the Federal Water Power Act of 
1920. 

Subsequently, the power policies of the Nation became more 
strongly antimonopoly in a positive sense, culminating in the con- 
cept of institutional competition or the yardstick as an element of in- 
fluence in the industry. 
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Mr. Kimball and the writers of this Federal power program docu- 
ment are simply recommending a reversal of a half century of thought, 
study, and policy formulation. ; 

Their alternatives, and I think people should always be free to otfer 
alternatives if they are satisfactory, is a highly imadequate alterna- 
tive. It is not an integrated alternative program for the handling of 
Federal responsibilities as regards the Nation’s water resources. it 1s 
an almost wholly negative approach. 

It is simply and in fact a biunt proposal that the private corpora- 
tions in the electric utility business be given every assurance that 
they will not suffer competition, at whatever cost to the welfare and 
security of the Nation. It is proposed 20th century pirating expedi- 
tion. ! 

Comments on the extent to which the administration’s power 
policies indicate sympathy and cooperation toward the Ebasco-Kim- 
ball proposals : 

The propaganda phrase which is the key to the administration’s 
power policies is “partnership.” ‘This “partnership” program has 
taken many turns, all of them related to the first four as weil as other 
points in my summary of Mr. Kimball’s proposals and to the general 
Kbasco proposal on the final page of the pamphlet, that the Govern- 
ment get out of the power business. 

‘The essence of “partnership” is that power-production facilities be 
turned over to the power companies by one device or another. 

In the John Day proposal, which was sponsored by the administra- 
tion, and the Yellowtail project proposal, which is sponsored by the 
administration, the emphasis has been on making some arrangement 
to achieve private utility control of the power facilities at those 
sites. 

The John Day and Yellowtail proposals also fit Mr. Kimball’s 
point No. 1. ‘Lhe “partnership” proposals if adopted would achieve 
Mr. Kimball’s whole program as far as these projects are concerned, 
that is, the matter of preference or perpetuity and control of power 
sites, and so forth, would really become moot questions if this “partner- 
ship” arrangement were carried through. 

the adnunistration’s 3-year policy on John Kerr power, its pro- 
posals on Georgia’s share of Clark-Hill power, its handling of power 
from Falcom Dam in the Southwest, and part of the original Missouri 
Basin marketing criteria issued in September 1953, all tie in to Mr. 
Kimball’s proposals Nos. 3 and 4, despite the fact that later Attorney 
General Brownell had something to say about the strategy on Clark- 
Hill. 

The position taken by the administration through Mr. McKay, Mr. 
Benson, and the Federal Power Commission on Hells Canyon Dam 
follow the Ebasco proposal to get the Government out of the power 
business at whatever cost to the public welfare. 

The press has been commenting recently on the use of administration 
power in the defeat of the Hells Canyon project in the Senate. The 
Niagara project on the other hand would appear to fit the stated “part- 
nership” policy, but that there is a difference between the stated policy 
and the real policy is evidenced by the failure of the administration 
to support a practical program for Niagara, where there is a proposal 
by a State agency for the most reasonable kind of a partnership, that 
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is, Just a permit to develop power at no expense to the Federal Gov- 
ernment. 

But there has been almost solid opposition from administration sup- 
porters in the Senate on the passage of the Niagara bill, and currently 
that bill is being bottled up in the House Rules Committee with not 
one member of the administration bloc willing to vote to report that 
bill to the House. 

Mr. Jonas. Mr. Chairman, before he leaves that, I think the record 
should show that there are 8 Democrats on that Rules Committee and 
4 Republicans. 

Mr. Horrman. And I object to the testimony. I want the record to 
show, Mr. Chairman, that I object to the testimony because this sub- 
committee has no right, either itself or through a witness, to comment 
on the action of another committee of the House. 

This gentleman has no authority to come in here and use this com- 
mittee as a forum for his opposition to the Rules Committee or its 
actions. 

Mr. Cuvuporr. I think he has the right to express an opinion. Let 
your objection be noted on the record. 

Mr. Knox. Mr. Chairman, may I comment lightly on this subject 
matter also? 

Mr. Cuouporr. Surely. 

Mr. Knox. Mr. Cochran, by what source of information did you 
receive that information that no member of the present administra- 
tion was in favor of the Niagara bill? 

Mr. Cocnran. The point was the administration members of the 
Rules Committee, sir. 

Mr. Knox. Yes. 

Mr. Cocuran. Our people have talked to them. 

Mr. Horrman. Hearsay. 

Mr. Knox. You have no factual information that would document 
and justify the statements that you have made? 

Mr. Cocuran. Only, Mr. Knox 

Mr. Knox. Isn’t it propaganda that you are trying to put into the 
record ? 

(The following is an extension of Mr. Knox’s remarks, inserted at 
his request :) 

The Rules Committee is composed of 12 members, 8 of the majority Democratic 
Party, 4 of the minority Republican Party. Therefore, it is not the administra- 
tion bottling up the project in the Rules Committee, because seven votes are 
needed on that committee to issue a rule for the bill to come to the floor of Con- 
gress, so it is not the administration that is bottling it up. It is the majority 
group, the Democratic group, that are members of that committee that have tied 
the bill up in the Rules Committee. 

Mr. Cuvuporr. I think you ought to let the witness answer your first 
question and then he will answer your second question. 

Mr. Cocuran. We have been trying for weeks to get a rule from the 
committee. One or another of our people have talked and talked and 
talked with the members. We duapty cannot get it. 

Mr. Jonas. You mean you do not object then to propagandists talk 
ing to Members of Congress and members of the Rules Committee? 
It is only when they submit their information to the executive depart 
ment that you object to it; is that right ? 

Mr. Cocnran. Mr. Jonas, I do not object to any person in this coun 
try talking to any public official for or against anything. 
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Mr. Jonas. I thought that is what you came here to testify in oppo- 
sition to. 

Mr. Cocuran. Our people frequently contact their representatives 
for and against various measures. 

Mr. Jonas. When you said your people had been in touch with vari- 
ous members of the Rules Committee, who do you mean by “your 
people” ¢ 

Mr. Cocuran. The States of Ohio, Pennsylvania, and New York 
are the area where our systems would benefit from the development of 
this power, and the local cooperatives there and working through a 
little committee they have called the Pony Committee, the Penn-Ohio- 
New York Committee for the Development of Niagara Power have 
been very active for months in trying to get passage of the bill. 

Mr. Jonas. Did you set it up in your Washington office ? 

Mr. Cocrran. No, our Washington office did not set it up. 

Mr. Jonas. Have you encouraged its organization ? 

Mr. Cocnran. We have always encouraged our people in all areas 
to organize. 

Mr. Jonas. Did you suggest they come down to Washington to see 
the Congress ? 

Mr. Cocuran. When you talk about suggesting that they come, Mr. 
Jonas, it is almost embarrassing for me to say that due to the fact that 
we are short-handed and cannot do much work for them, the pressure 
is the other way. They are constantly asking us why we do not get 
more information to them and get more done. 

Mr. Jonas. Did you send our letters or telegrams or communicate 
with your State organizations to come to W ashington last week for 
the Hells Canyon fight ? 

Mr. Cocuran. In the Hells Canyon fight ? 

Mr. Jonas. Just answer my question. 

Mr. Cuuporr. Mr. Jonas, I am going to allow the witness to answer 
that question, but I think we ought to wait until he finishes his testi- 
mony. You answer Mr. Jonas’ question on the Hells Canyon and let’s 
get back. 

Mr. Cocnran. I called our people in about five States and asked 
them to send people in on the Hells Canyon fight: Oregon, Idaho, 
Washington, Georgia. Maryland. 

Mr. Jonas. What about North Carolina ? 

Mr. Cocuran. North Carolina ; yes, sir. 

Mr. Cuuporr. Now, would you hold that questioning, and will you 
proceed, please. 

Mr. Horrman. Of course I want the record to show that what the 
gentleman testified to about the Rules Committee was all hearsay. 

Mr. Cuuporr. It is all—— 

Mr. Horraran. Wili you let me make my statement or won’t you? 
The decision to let the testimony in is contrary to the one you made 

vesterday when you excluded a document because it was not the orig- 
inal when as a matter of fact it was a carbon copy. 

Mr. Cruporr. I did not exclude it. I told them if they produce ed 
the original, it would go in. Besides, you already have it in the Con- 


gressional Record so everybody in the world knows about it. 
Mr. Horrman. That shows how futile some of your rulings are. 
Mr. Cuvvorr. I am not trying to cut anybody off. Would you 
proceed, Mr. Cochran ? 
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Mr. Cocnran. At the present time since the Congress ordered the 
reinstatement of the contracts with the G. and T. cooperatives in the 
Southwest, the Department of the Interior has announced its plans 
to raise power rates to the cooperatives by 40 percent at one whack, 
and justifies this planned action by reference to a different allocation 
formula, and I make reference here to page 17 of this Federal power 
program document, where the long-standing struggle over which 
formula shall be used in allocating power costs is made reference to. 

Curiously enough, the new formula which is resulting in the 
planned 40 percent increase to the preference customers in the South- 
west is not being applied to the private-utility contracts in the South- 
west, nor to the Reynolds Aluminum contract in Arkansas, but only 
to the preference customers. 

Mr. Jonas. Mr. Chairman, I hate to interrupt and I want to make 
a suggestion to you. Iam as anxious as you are to get through. The 
gentleman has made a statement which is very misleading, in my 
opinion very untrue, very unfair; and I do not want the press to be 
mislead by it. 

He is undertaking to say that the proposal has been made to raise 
rates in the Southwestern Power Administration, to make those raises 
applicable only to REA’s, and that similar raises have not been planned 
for the private power companies that get to use some of the power. 

The truth about the matter is that the last administration negotiated 
all of those contracts to sell power to private power companies, and 
in 1951 they renegotiated those contracts and specifically bound them- 
selves not to even review the rate question except once every 10 years. 
There is a binding contract that fixes those rates and that cannot be 
disturbed in my judgment until 1959. I do not think any witness 
should make statements like that unless he can prove them. 

Mr. Cruvuporr. Mr. Jonas, i could answer that and I do not want 
to do it. I want to say this to you. Mr. Aandahl is going to be a 
witness later on in the week, and I think you will have a good oppor- 
tunity to prove your point by Mr. Aandahl’s own testimony on that 
particular thing which I think is the best evidence you could use if 
you are right. 

Mr. Jonas. May I, before we leave that subject, ask him if what I 
have said is not true? 

Mr. Cocnuran. Mr. Jonas, both our Southwest G. and T. man and 
our engineer are in New Orleans at a meeting; and my honest answer 
to you is, I do not know. 

Mr. Horrman. Yes; but he made the statement, see, but he does not 
know. 

Mr. Jonas. Mr. Cochran—— 

Mr. Cocnran. The statement I made, Mr. Knox, was a statement 
of fact. 

Mr. Cuuporr. Mr. Hotfman. 

Mr. Cocnran. Mr. Hotfman—excuse me. They are raising our 
rates, and they are not raising the others. 

Mr. Jonas. Haven't you inquired of your legal people and your en- 
gineers to see whether they have the right to raise the private contract 
rates, and don’t you think it would have been fair for you to have 
done that before you came here and left the impression that you sought 
to leave, to the press and to this committee, without investigating 
whether they had a right to raise the private contracts? 
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Mr. Cocuran. The only impression I sought to leave here, sir, was 
that the plan is to jack up our co-op rates 40 percent. 

Mr. Jonas. And do nothing about the private contracts ‘ 

Mr. Cocuran. And do nothing about either the aluminum contract or 
the private power company contracts, and I think the record will show 
that no request has been made to those companies to voluntarily rene- 
gotiate those contracts. 

Mr. Jonas. Did you ever see a company that would voluntarily re- 
negotiate rates that were fixed in a written contract ? 

Mr. Cocnran. There are ways of doing it, Mr. Jonas. In the North- 
west where our cooperatives have long-standing contracts with Bonne- 
ville, the Department of the Interior has been successful in changing 
those contracts by using the leverage of new delivery points, to force 
them to renegotiate contracts. 

Mr. Jonas. You have said just now that you understand that no 
effort has been made to get the private companies to make a voluntary 
increase in rates. From whom did you get that understanding? 

Mr. Cocuran. From all of the discussions that have gone on in our 
staff and the committee hearings on the Kerr bill. 

Mr. Jonas. In those same discussions, didn’t it come out that the 
rates are firmly fixed in the contracts? 

Mr. Cocuran. I have never heard the point brought up on the pri- 
vate-utility contracts at all. I do know that the aluminum contract is 
a long-term contract which would either have to be voluntarily rene- 
gotiated with the exception of the fact that there is an accelerator 
clause in it which ore them to change the rates somewhat. 

Mr. Cuvporr. Mr. Jonas, instead of arguing with the witness, who 
I believe is not able to answer your question, you certainly can ask that 
question of Mr. Aandahl, and he can tell us exactly what the admin- 
istration has done, and I think that is the best evidence. 

Mr. Jonas. Mr. Chairman, the only reason [ in terrupted 1 is, I think 
this witness knows or has heard from his staff meetings that these con- 
tracts do contain fixed rates that cannot be upset except at the end of 
10 years. 

Mr. Cocnran. Mr. Jonas, I - not aware of any such provisions. 

Mr. Cuvuporr. Now, let’s get back. 

Mr. Cocnran. The new power policy issued by the Secretary of In- 
terior in August 1953 incorpor: ee items 10, 13, and 14 of Mr. Kim- 
ball’s proposals. 

The failure of the administration through the Bureau of the Budget 
to recommend any new starts on power projects except for two projects 
in which no private power company was interested is in line with 
the Ebasco proposal that the Government should get out of the power 
business and cease spending, cease investing money in it. 

The Ebasco charges of creeping soc inlism have been echoed again 
and again by many of the officials including Under Secretary Davis, 
Assistant Sec retary Aandahl, and unfortunately by the Presi ident 
himself in reference to TVA. The whole effort to put through the 
Dixon-Yates contract was a direct reflection of the desire of the 
administration to no longer exercise a direct responsibility for a 
supply of electricity in the TVA area, certainly not through the 
established generating and transmitting agency in that area. The 

long-term contract provisions of the Missouri Basin marketing cri- 
teria which were investigated at great length by Senator Langer and 
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the subcommittee of the Judiciary Committee, are very closely related 
to points 5, 7, and 10 of Mr. Kimbali’s recommendations. 

Mr. Aandahl’s speech in September 1953 at Fargo, N. Dak., and 
his subsequent activities in the SPA area are in line with the reverse 
yardstick proposals of Mr. Kimball’s point No. 6. 

It would not be fair to say that the administration has slavishly 
followed any line laid down by Mr. Kimball or anybody else, partly 
because some of Mr. Kimball's proposals are relatively inconsequen- 
tial or at variance with reality such as those relating to control of 
resale rates by State commissions. 

Indeed the basic pattern of administration power policy has followed 
the broader lines of the Ebasco pamphlet as well as the more limited 
Kimball proposals, but the main point seems clear in my opinion. It 
would have hardly been possible in a democracy for the administra- 
tion to have followed the recommendations of private power com- 
panies more closely than it has without arousing a political hurricane. 

Indeed, from time to time, the strategic retreats from the original 
Missouri Basin marketing criteria, from John Kerr, from Clark Hill, 
from Dixon-Yates, have seemed always to be just ahead of such 
hurricanes. 

I have some other general comments here, Mr. Chairman, but I do 
not believe they would throw ary light on the documents as such, but 
since they tend more to just reflect the viewpoint of our organization, 
I think I will refrain from submitting them at this time. Perhaps 
they will come out in later discussions. 

Mr. Cuuporr. Mr. Romney, do you have any questions ? 

Mr. Romney. Yes, sir. Mr. Cochran, on page 5 of the booklet and 
also on page 9 of the booklet, I think you have pointed out a certain 
indefiniteness in the term “approved or proposed” with respect to 
Federal projects. First I was wondering if you would look on page 
11, the text on the reverse side on page 10 states in the last sentence: 

If present plans of Federal agencies are carried through, however, the per- 
centage of generating capacity owned and operated by the Federal Government 
will jump to more than 15 percent by 1955. 

I just wanted to ask you if you have any clear understanding of 
what is meant by the term “present plans.” Can you relate the phrase 
“present plans” to the phrase I spoke of earlier, “approved or pro- 
posed”? Are they, in your opinion, synonymous ? 

Mr. Cocnran. “Present plans” to me would mean that they had 
contacted the Federal agencies and had got an estimate of how much 
power would be coming on the line, assuming that the Congress made 
the funds available, and then had made a comparison between the 
estimated total Federal output to the total output of the entire industry 
by 1955. 

Since there was only about a 3-year period in there, the only proper 
source of the figures would have been the plans of the agencies in 
terms of power coming on the line. 

I do not know how they did it. I know they missed it by 2 percent, 
which is quite a number of millions of kilowatt-hours, because in 1955 
the Federal agencies actually produced 13.07 percent of the total 
power generated in the country. 

Mr. Romney. What you have said then is that the term “present 
plans” is not clear to you? You are surmising what it must refer to 
without accurate knowledge ? 
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uted Mr. Cocuran. I believe you can surmise that much more closely 

than you can this word “proposed.” ‘This is the one that just defeats 
and me, because they have dots in here on projects—I cannot find anybody 
— who ever heard of them. 

Mr. Romney. In the testimony that you have given, Mr. Cochran, 
hly you have made certain references to accelerated depreciation of project 
rtly plan by certain electric companies. I take it by that you mean the 
oon fast writeoff in 5 years which is permitted under the internal revenue 
| of laws of the United States 

Mr. Jonas. Enacted by Congress, I might add. 
ved Mr. Romney. For certain plants and facilities which bear some 
ted relationship to defense needs. Was that your reference ? 

It Mr. Cocuran. I know the more commonly used term in reference 
re- to these 5-year tax writeoffs is “accelerated amortization,” but I have 
m- just simply found in talking to people amortization does not mean 
ne. anything to them, and they can understand it better if you say accel- 
nal erated depreciation, which is, in fact, what it is. They are permitted 
ill, to accelerate the deprec iation on these plants. : 
ich Mr. Romney. Do you have any figures—I might refer again to page 

13, I think it is, of the booklet—do you have any figures, Mr. Cochran, 
do that would show the proportions of the various types of use or users of 
ut Federal power to the whole Federal power capacity ’ 
on, Mr. Cocnran. You are referring to page 13? 

Ips Mr. Romney. This slipped down—it was IT, I am sorry, page 11. 

Mr. Cocuran. In other words, who gets the power generated from 

Federal facilities. 
nd Mr. Romney. Yes, sir. 
in Mr. Cocuran. We have those. There is a small change in the per- 
to centage on two of these items. It changes than only 11% to 2 percent, 
ge and if I gave them to you for 1955, I would like to have permission 
e : to change them. I would prefer to give you the breakdown for—no, 
er. I can give them to you here for 1955, fiscal 195: 5, not calendar 1955. 
nt Private industr v, 21.2 percent. In other words, these are the per- 

centages of total Federal power output which went to certain broad 
of categories of customers. Private industry got 21.2 percent. This is 
se direct service to such things as aluminum plants and other large scale 
0- users. 

Private utilities 10.4 percent, Federal defense agencies 31.7 percent ; 
id municipal utilities 19.3; State and other public agencies 10.9; rural 
h electric cooperatives 6.6. 
le Mr. Cuuporr. What did you have for municipal utilities? 
1e Mr. Cocuran. Muricipal utilities, 19.3 
Vv Mr. Romney. Could you give us the source of these data, Mr. 
’ Cochran ? 

r Mr. Cocnran. The computation of the percentages are from our 
h own records, the breakdown of the sales is secured by our engineer, 

Mr. Charles Robinson from SPA, the Bureau of Recl: ami ition, SEPA, 
t. Bonneville, and the Tennessee V alley Authority. Each year he cher ks 
5 on their total output and gets them to break down for us the broad 
1 classifications of their sales. 

Mr. Romney. I do not have any more questions. 

t Mr. Cuuporr. Mr. Hoffman, do you have any questions? 

0 Mr. Horrman. I think his testimony is so filled with hears: vy and his 






own views, conjectures, that I do not have any. 
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Mr. Cuuporr. Mr. Knox? 

Mr. Knox. Mr. Cochran, in your opinion what is the fair cost: of 
power Fee by a Federal installation at the busbar? 

Mr. Cocuran. Mr. Knox, you have asked a question on which the 
Government agencies and congressional committees have spent man) 
months of investigation, argument, and computation. The truth of 
the matter is, there are somewhere in excess of 20 formulas which can 
be applied to the allocation of costs in a multiple-purpose project: 
and the way in which they are allocated will inevitably reflect either an 
arbitrary decision or one Wolusaun by the attitude of the allocator as to 
whether or not he wants to increase or decrease the nonreimbursable 
portions of cost. 

Mr. Knox. Are you familiar with the costs per kilowatt at the bus- 
bar from the multipur pose projects? 

Mr. Cocnran, Only in a very general sense, in the sense in which 
we have maps showing the rates p: said by our systems for the power. 

Mr. Knox. In many cases in the West through our hearings which 
were held in San Francisco, it was developed that the cities and REA’s 
were paying in the neighborhood of about 6 to 7 mills. Would that 
be about your estimate of cost? 

Mr. Cocuran. This would be in California, you mean ? 

Ir. Knox. Yes. 

Mr. Cocuran. I could not be certain of that, but I would be very 
happy to get the information on our cooperatives in California and 
send it to you. 

Mr. Knox. I do not think we can confine it to the State of California, 
because there are other States that also have multipurpose projects. 
Do you feel, or do you endorse a policy of preferential treatment for 
cities, REA customers in some sections of our country against other 

XEA customers or cities in other sections of our country, who must 
help pay for cheap power to the area which is being served by the 
multipurpose projects? 

Mr. Cocuran. Our people, Mr. Knox, are very strongly in favor 
of the preference clauses in the Federal laws. They do not believe 
that the people in one area of the country pay for the low-cost power 
in another area of the country any more than that the people of New 
York or New Hampshire pay the cost of roads under a Federal road 
program somewhere else. The expenditures for the power facilities in 
Federal projects are reimbursable with interest. 

Now, the question as to whether or not the allocations are completely 
wise or justifiable is one on which there is endless argument, but in- 
sofar as our people look at the costs allocated to power in Federal 
projects, which after all is largely beyond their control, they know 
that the people in the non-Federal power areas are not ’ subsidizing 
their low-cost power rates, so this does not disturb them. 

Mr. Kwox. You have an area that is receiving power at the busbar 
for 6 and 7 mills, and then you find in the Midwest, which I repre- 
sent, where the REA has built their own plant and is putting the power 
at the busbar and costing 12 mills, do you think there is any discrim- 
ination ? 

Mr. Cocuran. Our people do not think so. 

Mr. Knox. Your people don’t? 

Mr. Cocuran. And as a matter of fact, the people in the non-Federal 
power areas have long understood that their wholesale rates were very 
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closely related to their bargaining power through actual or potential 
generation and transmission facilities, and they have always under- 
stood that the systems in the areas where low-cost Federal power does 
exist would help them keep the right to use the bargaining lever of 
the threat to generate their own power, because this was the best that 
was available. In other words, if there is no Federal power, they 
cannot get it. 

The next best thing is the assurance of their ability to bargain for 
low wholesale rates or generate their own if that is cheaper. 

Mr. Knox. Will you define your people? You speak of your peo- 
ple. Who are your people? 

Mr. Cocuran. Over 900 of the rural electric systems are dues-paying 
members of the association. In their local, State, regional, and na- 
tional meetings we get piles of resolutions laying down the policy and 
viewpoint of our members, so when I speak of them, 1 am just talking 
about the leaders of the rural electric cooperatives and the public 
utility districts which are members of the association. 

Mr. Knox. You would be inclined then to believe there is every 
justification for low-cost power in some sections of the country, and 
tax the people in other sections which do not have the facilities of 

receiving the low-cost power for the right of these other people in the 
other sections of the country to receive low-cost power, such as I have 
demonstrated from the Midwest? 

Mr. Cocuran. No. 

Mr. Knox. Where they have a. cost of 12 mills at the busbar against 
6 or 7 mills at the busbar in the Far West ? 

Mr. Cocuran. No, Mr. Knox. The view of our peopie is that, one, 
the cooperatives which have access to low-cost hydro power are lucky. 
They have got a break in terms of being able to feed low-cost power into 
their systems} but our people do not believe that that low-cost power, 
let us say, in Tennessee is the result of our Indiana or Ohio or Ti- 
nois people being taxed to supply it cheaply, because those power 
expenses are reimbursable with interest. In other words, the cost of 
that power is covered in the low rates. 

Mr. Jonas. Forgive me. You do not mean to say with interest in 
TVA? 

Mr. Cocuran. I understand that they are reimbursing the outlay 
for power in the valley with something like 4 percent in addition. 

Mr. Jonas. No; they do not pay any interest at all. The act does 
not provide for any interest, only repayment of principal. 

Mr. Cochran. Mr. Chairman, will you raise this question with Mr, 
Radin, whose knowledge of the TVA financing is much better than 
mine. 

Mr. Jonas. I will go on the witness stand on that. 

Mr. Cuuporr. I do not want to quarrel with Mr. Jonas because I 
think he knows something about the Tennessee Valley Authority. I 
think that some of the rural electrics in his district get power from 
the TVA, but I want to say this to you: My only interest, and the 
only reason I vote for TVA, is that they have been able to build up 
that valley economically to great proportions. It was practically a 
dud prior to the establishment of the Tennessee Valley Authority, and 
I am from Pennsylvania. 

Mr. Jonas. I just thought you were inadvertent when you said 
interest, because the only interest they pay is on the remaining bonds 
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that were issued to buy the Commonwealth & Southern properties, 
and I think those bonds have all been liquidated now. 

Mr. Cocuran. I am embarrassed by my ignorance, Mr. Jonas, but 
I will try to correct it immediately if I am in error on the TVA’s 
repayments. 

Mr. Cuvuporr. Mr. Cochran, we certainly feel that you should not 
make any statements that you are not sure of and I think that you 
should tell us if you cannot answer the question 

Mr. Jonas. That is one of the arguments that I have made. They 
make the REA’s all over the country pay interest but TVA does not 
pay any interest. 

Mr. Cuvporr. Since the matter has come up, I am sure that the 
Tennessee Valley Authority Act will speak for itself on the question 
under discussion. 

Mr. Knox. Mr. Cochran, my interest in this matter of course is 
representing the area in which my district is involved. 

As an early subscriber to REA, and I believe in REA, I think it 
has done a wonderful job as far as the rural areas of our Nation are 
concerned. However, I do not feel that we should continue to expand 
these multipurpose projects if private industry is willing to make the 
investments because, when you do expand them, it is costing my people 
additional money in order to make this cheap power available for 
certain sections of the country, which we cannot avail ourselves of. 

Now you use highways and multipurpose projects as a comparison. 
You do not weigh those on an equal basis on a scale that would bal- 
ance: do you? 

Mr. Cocuran. The decisions in these things as to whether or not a 
given area benefits from flood-control expenditures with no power, 
or from harbor and river improvements with no power, or another 
area where they are tied together where the development of the rivers 
include power, is the result of a very complex combination of what 
the Congress and local communities do and what nature did there 
originally. 

Mr. Knox. I would sum it up then by saying from your testimony 
that you feel there is every justification for these low power areas to 
continue to expand at the expense of the Midwest, which does not have 
any, and let the Midwest continue to pay the high rate of obtaining 
power from the REA co-ops or from private utilities ? 

Mr. Cocuran. I would say, Mr. Knox, that our association’s resolu- 
tions and policies and my own personal viewpoint is that the entire 
Nation is benefited by the comprehensive development of our water 
resources, including power where such development is feasible, and 
that as far as power—which is usually the only revenue-producing 
part of a multiple-purpose development—is concerned, the costs of 

producing that power should be paid, the investment and the interest 
i that investment should be paid by the consumers of that power 
whether preference consumers or otherwise, and that under that kind 
of an arrangement the development of our river resources would en- 
rich the entire Nation, and power as such would not be a burden on 
anybody in the community. 

Mr. Knox. It has your endorsement ? 

Mr. Cocuran. Yes, sir. 

Mr. Knox. Mr. Cochran, did you or your organization have any 
part in the writing or preparing of the second power report ? 
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Mr. Cocurin. To the best of my knowledge nobody in my organi- 
zation had anything to do with the writing of the second power report. 

Mr. Knox. Does that include you? 

Mr. Cocuran. That includes me. 

Mr. Knox. That is all for the moment, Mr. Chairman. 

Mr. Jonas. Did you go over it with any members of the staff? 

Mr. Cocuran. Mr. Jonas, I never saw any part of this committee’s 
second report until I saw a committee print of the report for possibly 
30 minutes about 3 weeks ago, and I have never yet had a chance to read 
it. 

Mr. Jonas. You do not think anybody in your office or organization 
participated in its preparation ? 

Mr. Cocuran. That is my clear understanding because the logical 
person to participate in that would have been me. 

Mr. Jonas. You do not know then, you don’t think anybody did it? 

Mr. Cocnran. I do not think anyone did, and I feel relatively posi- 
tive they did not; but we have some 8 or 10 people who at one time or 
another could have been consulted on it, and I cannot speak for all of 
them. But, to my knowledge, they were not consulted on it; they did 
not participate in the writing of it. 

Mr. Jonas. It was not discussed in a staff meeting at any time? 

Mr. Cocnran. Not to my knowledge, sir. 

Mr. Knox. Mr. Cochran, would you inform the committee as to 
your knowledge of Ebasco Services’ operations ? 

Mr. Cocnran. My personal knowledge of their operations? 

Mr. Knox. Yes; personal knowledge. The reason why I asked the 
question, Mr. Cochran, is that in several instances in your testimony 
you had reference to the Ebasco Services. 

Mr. Cocuran. I had understood that the statistical data in this 
document were prepared by Ebasco. 

Mr. Cuuporr. Mr. Knox, I would just like to interject at that point 
and say to you that I think Ebasco Services came here and told us how 
they operated, and I for one as chairman of this subcommittee, will 
accept their method of operations rather than this witness. All he did 
was hear that Ebasco prepared this report. We are all agreed they 
prepared the report. They prepared the report for a consideration at 
the request of the Montana Power Co., which in turn by agreement 
with the other Rocky Mountain States companies paid for it and dis- 
tributed it. 

I will agree to that and let it be made part of the record that Ebasco 
told us how they operated. We will accept their version. I do not 
think anybody else has the right to tell us how they operate. 

Mr. Knox. Mr. Chairman, the gentleman referred to Ebasco Serv- 
ices and challenged their integrity, in my interpretation, at least. 

Mr. Cuuporr. No; he said he did not agree with the facts set forth 
in their report; and he said why and tried to point out where he did 
not agree with them. But I don’t think that he criticized their opera- 
tions. He just did not agree with their facts and said why he did not 
agree with them. 

Mr. Knox. Apparently the gentleman must have some information 
from table 1 which he has produced here for the subcommittee, and in 
which he labels one cost figure as Ebasco. 

Mr. Cuuporr. You can question him all you want on table 1. You 
have the right to do it. 
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Mr. Knox. The other is labeled “Other sources of information.” 
What are these other sources of information? Are they an engineer- 
ing firm ? 

Mr. Cocuran. Parenthetically after most of them the source is 
indicated, Mr. Knox. Let me glance at this table here. I have indi- 

cated FPC; or, where there was no variation, it is either an extension 
of the Ebasco figure or I got the same figure from the Department of 
Interior. That USBR down there is the United States Bureau of 
Reclamation. 

The computed ones are simply my computations based on the figures 
just preceding in each case, and my purpose in preparing this ‘table 
was to simply show that when you set out to compare noncomparables 
the result is nonsense. 

Mr. Knox, Mr. Cochran, you will admit the Ebasco Services are 
an engineering firm and they have no investments in any power com- 
panies in the U ions States? 

Mr. Cocuran. IT do not know anything about the ownership of 
Ebasco, Mr. Knox. I know that it is one “of the offspring of the old 
Electric Bond & Share, which was one of the great holding com- 
panies. It was at one time a part of their overall operation, was later 
separated as an engineering service organization. They must have 
other kinds of services because I have run across letters in hearings 
on tax services and that sort of thing. 

Mr. Knox. Electric Bond & Share is the parent of Ebasco? 

Mr. Cocuran. Yes, sir. 

Mr. Knox. Electric Bond & Share does not have any holdings or 
investments in the United States; isn’t that true? 

Mr. Cocuran. That is my understanding, but I know nothing about 
the corporate structure as to who owns the engineering organization, 
who owns the stock in the parent company and what if any connections 
are there. I just do not know anything about it. 

Mr. Knox. You did have available the testimony of the witnesses 
that appeared before you did at this subcommittee ? 

Mr. fembaring I think I have looked through the testimony either 
through last Thursday, possibly through last Friday. 

Mr. Knox. From your testimony that you have given here this 
morning you would attempt to lead ‘the subcommittee and the press to 
believe that the Ebasco Services was an engineering firm that serves 
just utilities ? 

Mr. Cocuran. I am not sure of that; no. There are old connec- 
tions; people commonly think of them because of the origin of the term 
and the origin of the firm itself as being primarily an electric utility 
engineering or service organization. 

Mr. Knox. Mr. Anderson of Ebasco Services under oath testified, 
and I will quote from the record: 

I would say Ebasco Services right now serves more nonutility companies than 
it does utility companies. 

Mr. Cocnran. Is there any indication of where most of the money 
comes from, Mr. Knox? 

Mr. Knox. No; there is no indication in the record. 

Mr. Cocuran. A company could serve a great many small nonutility 
clients and still get most of their income from utility clients. It is 
immaterial to me. I just wondered, you can weigh sources of reve- 
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nues and you can weigh total consumers and you get a different 
picture. 

I do not know what the significance would be in either case. I know 
that they are an important. electric utility service organization, and 
aeeuniie I think of them in those terms. Beyond that I have never 
looked into them at all. 

Mr. Knox. The Inter-American Trade Authority in the State of 
Florida has employed Ebasco Services to study and make the recom- 
mendations on a $100 million industry. Do you call that small ? 

Mr. Cocuran. No; I was not saying that their other clients were 
small. I was just saying I got the implication that you were saying 
that the total number of their nonutility clients are greater than the 
total utility clients, and I was really asking, “Do you know where most 
of their revenues come from.” But I do not really care where most of 
them come from. It has no significance to me. 

Mr. Knox. I am not concerned with the revenues that Ebasco Serv- 
ices receives for the engineering projects which they have been called 
upon to serve. It happens that in my home State, the State of Michi- 
gan, the Michigan Economic Development Commission, a State or- 
ganization, employed the Ebasco Services to study the entire upper 
peninsula of Michigan; they wrote a very comprehensive report on 
their study which has added great value to that section of the country. 
I do not know what it cost ; Iam not concerned with what it cost. 

That was a problem of the Economic Development Commission. I 
bring these points out to show merely that the Ixbasco Services are not 
an engineering firm that serves just utility companies. 

From the testimony of Ebasco Services I believe they were frank in 
their statements to the fact that they were on call from anyone that 

wants to employ their services. 

Mr. Cocuran. I have no reason to question that. 

Mr. Knox. The Federal Government has employed Ebasco Services, 
as many of the States have, and, of course, your challenging of the 
facts which they have set forth is your opinion, is it not? 

Mr. Cocuran. No; I would not say it is opinion solely. Let me put 
it this way, Mr. Knox. Ifa client of a commercial company comes in 
and says, “We want you to produce the figures on the comparative 

costs of Kerr Dam and Hungry Horse Dam,” the organization can do 
one of several things. 

They can either say, “They are noncomparable and we won't do it,’ 
or they can say, “They are noncomparable but we will do the best we 
can,” or they can say, “We will give you the flat figures and you 
interpret them to suit yourselves.” 

Now my assumption in this case is that they were asked to produce 
such figures or that somebody in the organization thought of it—it 
does not matter to me—they produced these figures comparing two 
noncomparables, and either with or without their know ledge and con- 
sent the description of these noncomparables misleads the reader. 

Those projects just cannot be compared on a meaningful basis with 
out so many equivocations that you would lose the reader in the process, 
and they surely do not add up to that heavy type at the head of the 
Montana map saying “The ‘Cheap Power Myth’ in the Northwest.’ 

Low-cost power in the Northwest is not a myth. It ts a reality. 
Our co-ops buy it for 314 mills. It is not a myth. Wonderful hydro 
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resources, they just have them, and to the extent that they are developed 
it is low-cost power. 

Mr. Knox. Once again you say 314 mills is the cost that some of 
your co-ops are paying for power at the bus bar? 

Mr. Cocuran. Three and a half mills. I believe that is the rate 
in the State of Washington. 

Mr. Knox. And you feel there is every justification for our co-ops 
to have to pay 12 mills at the bus bar in the Midwest ? 

Mr. Cocuran. Well, every justification, Mr. Knox, only in the sense 
that those co-ops are doing everything in the world and we are doing 
everything in the world we can to beat down those rates anywhere we 
can. 

We are not happy about those Michigan rates. It is just the fact 
that where you have got tremendous volumes of low cost hydro power 
which can be poured into your lines and where it is developed sen- 
sibly and with efficient engineering and low interest rates, you get 
low-cost. power. 

In another area where power is fuel generated, thermal generation 
normally just cannot compete with low-cost hydro. This is just like 
the climate in Florida. There is nothing we can do to improve the 
climate in Michigan as compared to that enjoyed by our co-ops in 
Florida, and I am sure they would not want it as it might lower their 
power sales. 

There is nothing we can do about it. We are trying everywhere to 
get the farmers of our low-cost systems the lowest cost power we can 
get. We know there are great inequalities. It ranges from over 2 
cents a kilowatt hour in Alaska down to I think 

Mr. Knox. Even if you do pit one section of the country against 
the other, vou are still for it? 

Mr. Cocuran. But our people are not pitted against each other. 

Mr. Knox. Well, they are when you call upon the Midwest to pay 
Federal tax for the construction of multipurpose projects in another 
section, in order to produce the low power, in my opinion you are, 
and I am interested in the Midwest. There is not any question about 
it; there are co-ops in the Midwest, and I want to see them a success 
in that particular area. 

Mr. Cuuporr. How many good hydroelectric sites are there up 
there? I would like to help you if I can, Mr, Knox. 

Mr. Knox. Apparently we have many streams and rivers, Mr. 
Chairman; but private capital has been willing and able to go in and 
construct the power dams in order to produce the power for the area, 
and they have not called upon the Government to do it for them. 

We have one installation at Sault Ste. Marie, Mich., my hometown, 
which is a federally owned plant. 

Mr. Cocuran. I have seen the plant. 

Mr. Kwox. The plant was constructed for furnishing power to 
operate the Soo locks; excess power is transmitted to the bus bar 
which is at the Soo locks and is sold to a private utility and transmitted 
to the customer. 

Mr. Cocuran. This is a very old plant, one of the earlier Federal 
plants. 

Mr. Knox. Yes, it was constructed at the time the locks were built; 
the Government, of course, naturally, had to have the power so they 
constructed their own powerplant in the area. . 
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Mr. Cocnran. I notice, by the way, that Ebasco left that off the 
map; didn’t they ? 

Mr. Cuvuporr. It is pretty hard to tell what is on the map. 

Mr. Cocuran. It may be that white spot there. 

Mr. Cuuporr. Especially in your photostatic copy. It shows up 
better here. It is there. 

Mr. Cocuran. It is missing from most of the reports on Federal 
plants because it is a small plant and it has never been controversial. 

Mr. Cuvuporr. It does not come out on that photostat nearly as well 
as it does on the printed copy. 

Mr. Jonas ? 

Mr. Jonas. Mr. Cochran, you have read the testimony of the wit 
nesses who have preceded you ? 

Mr. Cocuran. Only part of them, Mr. Jonas. I do not believe I 
have read anything past last Thursday. 

Mr. Jonas. You heard the testimony about how the booklet came to 
be prepared ? 

Mr. Cocuran. Mr. Raff and the Rocky Mountain power companies? 

Mr. Jonas. About the presidents’ meeting in New York in Decem- 
ber of 1952. That is where the Kimball speech was delivered. You 
are familiar with all of that? 

Mr. Cocuran. I think I am familiar with most of it, the general 
genesis of it. 

Mr. Jonas. Are you familiar with how the booklet is admitted to 
have gotten to the Department of the Interior ? 

Mr. Cocuran. I believe by the president of the Idaho Power Co. 

Mr. Jonas. How did you find that out ? 

Mr. Cocuran. My impression—— 

Mr. Jonas. It did not come out until yesterday. 

Mr. Cocuran. No, I have not read any hearings past last week. 
Somewhere in the early hearings there was a reference made to a letter 
to Mr. Raff from the National Association of Electric Companies 
saying, “Today Mr. Roach asked me to write to you.” It is just one 
little reference to it. 

Mr. Jonas. You are not familiar with how Mr. Kimball delivered 
copies to the Department of the Interior ? 

Mr. Cocuran. No. 

Mr. Jonas. Well, throughout the entire proceeding, do you have 
reason to question the right of these companies to do anything they 
did or Mr. Kimball to make his speech ? 

Mr. Cocuran. No. One reason that you feared I was going to waste 
a lot of time earlier this morning, one reason I took out on that first 
point of mine was to say that nothing is so sacred as the right of any 
individual to say his piece. 

We do protest the use of misleading things, and we do protest the 
use of ratepayers’ money to do it, because we are ratepayers; but we 
do not question their right to express themselves. 

Mr. Jonas. You do not question the right of the private power 
companies that compiled this document to do that, unless you have 
some question as to whether they have a right to use it as an expense 
in their rate base and that sort of thing ? 

Mr. Cocuran. That is right, but their right to produce it and ad- 
vocate it—-— 


82402—56 16 






































































236 EFFORTS TO INFLUENCE SECRETARY OF THE INTERIOR 


Mr. Jonas. To produce it and deliver it to the Department of the 
Interior, you would not question that, because you have done the same 
thing, haven’t pers 

Mr. Cocnran. I do not know how many we have ever turned over, 
but I am sure we have communicated with people in all the Govern- 
ment agencies related to this program and to most of the Members 
of the Congress repeatedly. 

Mr. Jonas. As a matter of fact, you have been in the Department of 
the Interior, you and Mr. Ellis and other people in your organiza- 
tion, all down through the years ever since you set it up, and have had 
no difficulty getting ‘the ear of any Secretary of the Interior to listen 
to your side of the story, is that not true? 

Mr. Cocuran. Well, let us say that we have never had any diffi- 
culties so far as I know in being heard. I mean getting the ear was 
implying something. We have had a little difficulty lately in getting 
the ear in the sense of a sympathetic ear. 

Mr. Jonas. Well, I am talking about going down and presenting 
your story. 

Mr. Cocuran. No. 

Mr. Jonas. You have had no difficulty doing that under any ad- 
ministration since you have been in existence, is “that not true? 

Mr. Cocuran. To the best of my knowledge, no. 

Mr. Jonas. And isn’t it true that you have prepared scores of pam- 
phlets on the nature of this one presenting your side of this private 
versus public power picture / 

Mr. Cocuran. Not scores. 

Mr. Jonas. Well, several. 

Mr. Cocuran. Let us say we have produced a number of documents 
graphic or just in the form of essay material putting forth our view- 
point ; you are right. 

Mr. Jonas. I would s say they are comparable to this one. You sent 
them to me and every other Member of Congress, is that right ? 

Mr. Cocuran. When you say comparable to this, the ‘only docu- 
ment that we have done that comes anywhere near being this kind— 
we wish we had money to do this kind of an elaborate thing—the only 
one we have done is for our member system, a little power-facts hand- 
book. The others have been very moderate. 

Mr. Jonas. This is not very elaborate. 

What was the total cost ? 

Mr. Pertman. $2,900 for 50 copies. 

Mr. Jonas. $4,000 for 1,500 copies. But that involved the research, 
paying the Ebasco people for doing the research. It would not cosi 
much money to get out a pamphlet of that sort, would it, 1,500 copies / 

Mr. Cocnran. If our organization did it, it would not cost niuch. 
We could not do it otherwise. 

Mr. Jonas. I know how much money your organization has. You 
have enough to operate on, don’t you ? 

Mr. Cocuran. Well, we are operating. 

Mr. Jonas. Well, the record shows you spent within the top 20 
companies last year on lobbying, does it not ? 

Mr. Cocuran. That means I think primarily that we report our- 
selves straight across the board. 
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Mr. Jonas. Just answer my question. Were you among the top 
20 organizations in a total amount of mone y spent for lobbyi ine last 
year? 
~ Mr. Cocuran. May I check that and give you a reply later? 

I honestly don’t know where we ranked, but I will be glad to send 
the ranking in. 

Mr. Jonas. I am not saying there is anything wrong about it. 

Mr. Cocuran. We don't feel wrong about it. 

Mr. Jonas. I am just questioning “whether you have got the monies 
put out a pamphiet of that sort; now the one you have got in your 

hand is much thicker, and you had money enought to pay for it, 
didn’t you? What did it cost? 

Mr. Cocuran. I think—you know there is always the difference 
between the costs you cannot measure and the out- of-pocket. costs— 
I think the out-of-pocket costs, I am talking about paper, the backs, 
the materials that went into it and the art work, was between seven 
and eight hundred dollars. 

Mr. Jonas. Would you not admit that it cont: ined far more infor- 
mation and is just as graphic and has—— 

Mr. Cocnuran. It contains a great deal more information than the 
Ebasco pamphlet does. 

Mr. Jonas. A lot of tables, a lot of charts? 

Mr. Cocuran. Yes, sir. 

Mr. Cuuporr. I guess the Rocky Mountain Power Companies got 
hooked on this job? 

Mr. Jonas. How many of these did you have published for $800? 

Mr. Cocuran. About 1,300, I believe. 

(Off the record.) 

Mr. Jonas. How many did you publish? 

Mr. Cocuran. 1,300.” The incremental costs are very little as they 
point out here. 

Mr. Cuuporr. Mr. Cochran, maybe you will be hearing from the 
Montana Power Co. and Arizona Public Service to put out their 
pubi lications. 

Mr. Jonas. Why did you only publish 1,300? 

Mr. Cocuran. Because this was just for the information of our sys- 
tems. We mailed it out to our local systems and our State associa- 
tions. our board of directors. 

Mr. Jonas. Well, you get one out every year? 

Mr. Cocuran. This is the first one that has ever been produced; 
and the reason it was produced, Mr. Jonas, was that you know the 
number of times here this morning that I have stumbled on informa- 
tion. It isa tremendous program. I cannot keep track of the figures, 
and this actually is a little multigraphed copy of a notebook I have 
compiled over a period of 4 years in an effort to get information for 
my Own use. 

Mr. Jonas. What was the pamphlet you and Mr. Ellis had when you 
were before our committee last year? You gave me a copy, sent me 
acopy. I asked for it. It was similar to that but not that pamphlet. 

Mr. Cocnran. What hearings were these ? 

Mr. Jonas. Before this subcommittee. power hearings, changes in 
power-line regulations as I recall it, the first power hearing. You 
remember testifyi ing before this subcommittee ? 

Mr. Cocnran. T believe that was Mr. Ellis. 
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Mr. Jonas. Well, you were with him. 

Mr. Cocuran. Yes. 

Mr. Jonas. You were with him that day, and Mr. Ellis testified. 

Mr. Cocuran. Yes. 

Mr. Jonas. And he referred to documents somewhat similar to this. 
I asked for a copy and you sent it to me, but I don’t have it with me 
now. I just wondered if you recall what document that was. It 
contained your side or your study of this argument between public 
and private power groups as to cost, taxes, and what not. 

Mr. Cocuran. I do not know what you are referring to unless it 
was to the fact that later he printed his testimony before this sub- 
committee and distributed it. 

Mr. Jonas. This was a printed document ? 

Mr. Cocuran. I do not recall, Mr. Jonas, what you are referring 
to. 

Mr. Jonas. What is the Electric Consumers Information Com- 
mittee ? 

Mr. Cocnran. It is an educational and informational organization 
made up of between 20 and 23 sponsors. 

Mr. Jonas. Who are some of them? Name them. 

Mr. Cocuran. Our own National Rural Electric Cooperative Asso- 
ciation, American Public Power Association, Tennessee Valley Public 
Power Association, Northwest Public Power Association, the North- 
eastern Association of Electric Cooperatives, the National Farmers 
Union. 

Now, there has been a change in these labor terms. The National 
CIO has been a sponsor, this is in past years, and the United Auto 
Workers, Textile Workers Union of America, Cooperative League 
of the United States. 

Mr. Jonas. A. F. of L. groups? 

Mr. Cocuran. The Paper Makers Union and the Pulp, Sulphite, 
and Paper Mill Workers, the American Association of State, County, 
and Municipal Workers. 

Mr. Jonas. You did not have the League of Municipalities or the 
chamber of commerce or anything like that ? 

Mr. Cocuran. No, I think we have been negligent in not trying to 
extend the membership, Mr. Jonas, to reach a wider audience, but 
we have been awfully busy. 

Mr. Jonas. Now, what does this committee do? 

Mr. Cocuran. We have a staff of two people, a young man who is 
an economist, and a secretary. They work on various informational 
jobs which the sponsors request them to do. They put out a little 
weekly release on the latest power highlights. 

Mr. Jonas. You mean news releases ? 

Mr. Cocuran. Well, I do not know whether you would call them 
news releases, because they go to the sponsors’ publications primarily. 

Mr. Jonas. Is one of the activities of this committee to furnish ma- 
terial for the various publications these sponsoring organizations get 
out and distribute to the public and to the Members of Congress and 
Government agencies ? 

Mr. Cocuran. The employees of the committee put out a little 
weekly news release. They put out an occasional graphic chart show- 
ing—I remember they did distribute this chart showing who bought 
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Federal power, this “pie” chart, and I believe we have published 2 
3 small pamphlets on power activities. 

If Iam omitting anything, it is unintentional. 

Mr. Jonas. How do you distribute these pamphlets ? 

Mr. Cocuran. We have a mailing list of sponsors 

Mr. Jonas. Do you restrict your distribution to sponsors? 

Mr. Cocuran. The ECIC mailing lists are made up only of repre- 
sentatives of the sponsors, with the exception, I believe, of one. I 
don’t know whether we even keep a mailing list on gener: al labor and 
farm publications. I could check it for you. But the overwhelming 
bulk of our mail goes just to the sponsors. 

Mr. Jonas. Is the Hells C anyon Association a sponsor ¢ 

Mr. Cocuran. It isa sponsor. 

Mr. Jonas. Did that committee help in the fight in the Senate on 
Hells Canyon ? 

Mr. Cocuran. You can’t say the committee, in the sense of Electric 
Consumers Information Committee. We have been most rigid in in- 
sisting that the employees never address themselves to any public of- 
ficial anywhere in terms 

Mr. Jonas. I didn’t mean that. I meant in getting up material, 
writing documents and pamphlets, speeches. 

Mr. Cocuran. The present holders of the ECIC jobs have been 
there less than 60 days, and really don’t know enough about it to have 
been of any assistance. 

Mr. Jonas. Is this a new committee? 

Mr. Cocuran. No,sir. It was organized in 1952, but the young man 
we had originally left in February, and we didn’t replace him until 
the Ist of June. 

Mr. Jonas. Who is the replacement ? 

Mr. Cocuran. His name is Irving Beller. He is working on a 
Ph. D. from the University of Wisconsin. 

Mr. Jonas. The money to run the committee is distributed by the 
sponsors ? 

Mr. Cocnran. Comes in entirely from the sponsors on a voluntary 
basis. 

Mr. Jonas. Each of the sponsoring organizations is engaged in this 
very same thing; isn’t it? 

Mr. Cocuran. Well, to the extent that organizations like the Co- 
operative League of the United States and the Farmers Union are also 
interested in power problems. 

Mr. Jonas. I think it is a well-known fact that they are all grinding 
out material and propaganda on your side of this issue. 

Mr. Cocuran. You mean, the sponsoring organizations? 

Mr. Jonas. Yes. 

Mr. Cocuran. I wish they did it more often, but they all have an 
interest in it, or they wouldn't belong. 

Mr. Jonas. Does your own organization that you are economist for, 
and I think you are a lawyer, too—— 

Mr. Cocnran. Of sorts, Mr. Jonas. 

Mr. Jonas. Do you help prepare speeches for anybody on the sub- 
ject of power, and have you prepared speech material for an ybody ¢ 

Mr. Cocnran. You are speaking about NREC A? 

Mr. Jonas. Yes. 
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Mr. Cocuran. In the years I have been with the association, we have 
frequently had requests for assistance primarily on information, on 
facts. 

Mr. Jonas. It was brought out that a man connected with Ebasco 
helped prepare some speeches for some of the presidents to deliver at 
that presidents’ conference, and I am just asking if that isn’t a common 
practice, and if you don’t do it ? 

Mr. Cocuran. I would say this, Mr. Jonas: I am quite sure that 
NRECA never organized a whole meeting and wrote most of the 
speeches for everybody who appeared. Our people wouldn’t put up 
with it. Our people have got too much to say, anyway. They don’t 
need that kind of help. 

Mr. Jonas. Don’t you want to back up on that? 

Mr. Cocuran. Too much to say? No; I mean our problem is find 
ing time for all of our people to talk. 

Mr. Jonas. I don’t think you mean what you say. I think you have 
conducted meetings at which you have all prepared all of the material, 
now, haven't you ¢ 

Mr. Cocnran. No, Mr. Jonas. 

Mr. Jonas. I don’t mean every word that was said; 1 mean the for 
mal presentation of the material, study material, background mate- 
rial, that was used. I thought that was—— 

Mr. Cocuran. NRECA’s meetings take primarily 1 of 2 forms: 
The regional meetings in the fall, and our national annual meeting. 
At those regional meetings usually more than half of the time is con- 
sumed by panel forum sessions where the representatives of the local 
cooperatives, or sometimes manufacturers, discuss certain problems. 

Mr. Jonas. Who prepared the agenda for those ? 

Mr. Cocnran. Those suggested agenda are sent out from the na- 
tional office, with a whole series of various topics, such as power-use 
activities, legislative activities, member-education activities, and the 
executive committeemen—— 

Mr. Jonas. Right there, when you send the agenda out, don’t you 
send along the material ? 

Mr. Cocuran. No. 

Mr. Jonas. You say you have never done that ? 

Mr. Cocuran. No. You didn’t let me finish. We don’t even send 
out set agenda. 

We send a set of alternative topics, and our executive committeemen 
in each region, in cooperation with the directors from the other States 
in that region, formulate the — al program and send it back in to us, 
including ‘the topics they have selected and the speakers they select. 

Mr. Jonas. I will try to hurry this along. You say, then, that you 
don’t have on hand, either mailed out or available for being supplied 
upon request, discussions on all of these points to which reference has 
been made ? 

Mr. Cocuran. We don’t have them, Mr. Jonas, because we have 
ne ither the demand for them nor the resources to supply them. Our 
people express themselves very well on these subjects. We don’t 
have to feed it to them. 

Mr. Jonas. The other question I asked was whether you have en- 
gaged in the preparation of speech material for anybody. 

Mr. Cocnran. Whether the NRECA staff has? 

Mr. Jonas. Yes. 
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Mr. Cocuran. I repeat that in my own experience I have had a 
number of requests for information to be used, sometimes just an ex- 
planation of a particular point, sometimes a set of statistical data. 

In my reference to my notebook on this, people were vs ays calling 
up and asking me who buys how much Federal power. I didn’t know, 
so we ran it down and put it in a little notebook, so I could either give 
it to them over the telephone or write a letter. 

But in the sense of preparing formal addresses, and that sort of 
thing, I do not recall] any of our people having done that except for our 
own staff members, our own people. 

Mr. Jonas. I didn’t mean you wrote ont speeches that started off 
with “Ladies ial gentleman,” and go right through to the conclusion ; 
but I thought it was well understood that you did prepare speech ma- 
terial, source material, and make it available not only to your mem- 
bers upon request but to other people upon request, I just wanted to 
tind out if that is not true. 

Mr. Cocuran. We supply a great deal of information in various 
forms to everybody, from our local managers right on up to all levels, 
but very little formal material. 

Mr. Jonas. You have been very critical of the contents of this docu- 
ment, and I would like to—the only thing I recall in your record is 
that you are an economist and a lawyer. You are not an engineer? 

Mr. Cocnran. That’s right. 

Mr. Jonas. And any comments you have made of a critical nature 
concerning this document are your own comments, based on your own 
investigation or some outside investigation ? 

Mr. Cocrran. U nfortunately, Mr. Jonas, my comments had to be 
prepared in the absence of our engineer and in the absence of our 
power-rate specialist who works in the Southwest, so that in this case 
the job was almost wholly mine, and where I have figures that I did 
not have on hand myself, I got them by calling someone at the Bureau 
of Reclamation and asking for a specific figure on a specific project. 

Mr. Jonas. On page 3, do I understand you to question those statis- 
ties given there about the growing Federal power program / 

Mr. Cocuran. I believe my comment on the statistics themselves, 
Mr. Jonas, was that they are very close to the official Federal Power 
Commission data. 

For instance, for 1952 Ebasco shows 9,791,450, and the figure the 
FPC gives me is 9,678,000. 

Mr. Jonas. You have no se rious question or quarrel with the table 
on 3—I mean, the figures on 3 

Mr. Cocuran. The figures hensteitiree are very close to the official 
FPC figures. 

Mr. Jonas. You have some question in your mind about the in- 
formation, on page 5, some of those dots, where the information came 
from. Is that correct / 

Mr. Cocuran. No. And the other maps, the one in here, Mr. Jonas, 
has been frequently reproduced. These maps constantly recur, and 
the thing that always confuses us primarily on them is whether or 
not they include the “proposed,” because this is such a general term. 

Mr. Jonas. Now, this is the question I want to ask you: You 
couldn’t find, from your research, where the man who prepared this 
map, this information on page 5, where he got his information ? 
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Mr. Cocuran. Well, it isn’t footnoted, and I certainly have not had 
the time to try to figure out what each one of these dots represented 
and where it came from. 

Mr. Jonas. That is what I understood. I am trying to hurry 
along. You didn’t think about asking Ebasco, though, did you? 

Mr. Cocuran. No. 

Mr. Jonas. And the Ebasco people you knew were the ones that 
prepared the table and the map? 

Mr. Cocuran. I figured if they were good businessmen, they would 
probably charge me for the information. 

Mr. Jonas. You didn’t figure that. You just didn’t want to go. 

Mr. Cocuran. I contemplated calling them, because I wanted to 
know what some of these dots were. 

Mr. Jonas. It would have cost you 3 cents to have written them 
a letter telling them you were going to testify, but you didn’t do that. 
You didn’t check with them? 

Mr. Cocuran. No. 

Mr. Jonas. Now, is there any trouble with the map on page 7 
showing the erowth of Federal transmission-line programs? In 
1932, no Federal lines; then in 1952, 20,500 miles of line. 

Mr. Cocnran. Yes, I recall my comments on that, Mr. Jonas. They 
were that the comparison of 1932 and 1952 is one of these cases where 
you use figures which appear to prove something, when you are not 
really proving what you are appearing to prove. 

The truth of the matter was, in 1932 the Federal power program, 
in terms of total Federal power output and in terms of the develop- 
ment of the yardstick concept, was in its infancy. 

Mr. Jonas. As a matter of fact, you testified earlier that it began 
in 1906, and you complained because these people skipped from 1906 
to 1920, I think. 

Mr. Cocnran. Let me repeat what I have just said. I have said 
that in terms of the total power output, the development of trans- 
mission and the use of the Federal power program in the yardstick 
sense, the program itself, in the attention and development the Con- 
gress had given to it, was not in its infancy because those preceding 

30 years were really the years in which that pattern had been worked 
out. 

Mr. Cuuporr. Mr. Jonas, I thought, since you raised this question, 
this is one of the pages where the "Ebasco people themselves revised 
their original edition of the book by correcting a mistake that ap- 
peared on page 7, where they show an existing transmission line 
which didn’t exist, and in their revised edition then they showed it by 
a dotted line which is, of course, a proposed line, which was definitely 
a mistake that they made in their original edition. 

Mr. Jonas. I am glad they admitted it. What does it show the 
total miles of lines to be in 1952 on the revision? 

Mr. Cuuporr. I don’t think they have the totals. 

Mr. Jonas. I am asking the witness. 

Mr. Cuvuporr. They showed the same totals. They didn’t change 
the totals. 

Mr. Jonas. Are the figures correct? We had no transmission lines, 
Federal lines, in 1932; is that right? 

Mr. Cocuran. I couldn’t certify that, Mr. Jonas. 
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t had Mr. Jonas. Well, you are testifying under oath here, and you have 
snted been criticizing. 

Mr. Cocuran. I am not testifying to things I don’t know. 
urry Mr. Jonas. You just don’t know whether this map is correct or not? 


u?- Mr. Cuuporr. Mr. Jonas, since you raise the question, they say on 
page 7 here “no Federal lines in 1932, and then in their comments on 

that page 6: 
* * * in 1932, the Federal Government had no transmission lines of 60,000 


ould volts or higher in service * * * 





















They may have had Federal transmission lines of less than 60,000 

) £0. volts, so that shows definitely a misleading comment on comparing the 

d to map with the comment. That is apparent on its face. It is not even 
arguable. 

hem Mr. Jonas. M: iybe that is what they meant, of 60,000 volts or higher, 


hat. But I thought maybe the witness, since he is, I think, pretty well 
versed in this subject, would have checked it. 
Mr. Cocuran. It is a tremendous thing, Mr. Jonas; and, moreover, 


” . 
nO 4 on this map I am looking at there is no indication here as to whether 


In the lines are 69 kilovolts, 250, or anything else. They are just lines. 
They look as though one is as important as the other. 
hey Mr. Jonas. Can you turn to the statistical information there and 
here tell us how many miles of Federal transmission lines were in existence 
not in 1952? Is this figure correct, 20,000? 

Mr. Cocuran. It is notin there. We will get it in next year. 
an, Mr. Jonas. You don’t know anything about this page, then, except 
lop-  & you don’t like it? 

Mr. Cocuran. Well, I know this: That a comparison between 1932 
an and 1952 is deliberately misleading; and to put in “proposed,” Mr. 
906 Jonas, any time you put in “proposed” with no explanation as to what 

j you mean, you are just playing games with figures. 
aid Mr. Jonas. Mr. Cochran, I am not talking about the lines. I am 
ns- talking about the figures with respect to miles. I am not referring 
ick [tothe lines on the m: ip, but to the total. 
on- Mr. Cocuran. I did not check to vertify the number of miles of 
ing lines. 
ced Mr. Jonas. Are the figures on table 9 correct ? 

Mr. Cocuran. You mean, page 9? If a freshman student were to 
on, bring this in to me, I would say, “Cost of the Federal power program— 
sed are you talking about total cost allocated to power, or are you talk- 
ip- § ing about the total cost of the construction of all the dams? When 
ine you talk about approved or proposed, what do you mean? They are 
by obviously not authorized, so they have no meaning to me. And give 
aly me some footnotes on the chart.” 


Mr. Jonas. They are talking about kilowatts. 

Mr. Cocuran. Kilow atts. Well, approved or preposed ? 

Mr. Jonas. Your point is that you don’t know what they mean by 
“proposed” or “approved” / 


he 


Mr. Cocuran. No. 
se Mr. Jonas. And if they could satisfy you that they have been ap- 
proved or proposed, you would say the table is correct / 
Mr. Cocuran. Well, it would have no meaning to me because I know 
too well that until the Congress authorizes a project, and indeed un- 
til it begins to appropriate funds for it, it is just a glimmer of an idea. 


aS, 
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Mr. Jonas. Your criticism of this table is, it does not say who pro- 
posed it or who has approved it. It doesn’t differentiate between those 
two. 

Mr. Cocuran. And since that appears to be over half of the power 
program, it is obviously stacked on there to impress people with the 
great magnitude of a nonexistent program. 

Mr. Jonas. You don’t think it is a magnitudinous program, then? 

Mr. Cocuran. The Federal power program ? 

Mr. Jonas. Yes. 

Mr. Cocuran. Yes, but I think it ought to be impressive enough 
without adding more than half of the kilowatts as an almost imaginary 
kilowatt capacity. Itisa big program. 

Mr. Jonas. And it is growing. 

Mr. Cocuran. Too slowly; far more slowly than they indicate. 

Mr. Jonas. Are there any shortages of power in this country, any 
areas short of power today ¢ 

Mr. Cocuran. In the sense you mean of shutting off people’s hights 
and so forth, I doubt it. 

Mr. Jonas. No; are there any areas in which there is a shortage of 
power ¢ 

Mr. Cocnran. Your definition of shortage means you have to ration 
electricity / 

Mr. Jonas. Yes, dimout or brownout, or what not. 

Mr, Cocuran. The industry, private and public, oe has a ra- 
tioning system on the great industrial users in that they can notify 
them that sufficient power won't be available to operate eowlaiin pot 
lines or something because of a breakdown in facilities or a low water 
year or something, but in the sense that I would interpret the word 
‘shortage,” I would say “No.” 

Mr. Jonas. I agree with you. I don’t know of any shortage, and 
it is true that the Government and private industry are both busily 
engaged building power systems. 

Mr. Cuvporr. Are we progressing along with our future load 
crowth / 

Mr. Cocuran. There is a great deal of concern about whether or not 
we are going to—you see, shortages can take one of two forms. You 

‘an actually slow up the economic growth of an area by just not keep- 
ing pace with the real potential demand for increased power supply. 
Certainly in a number of areas, there is reason for great concern as to 

whether or not we are meeting the demand in that sense. 

Mr. Cuvporr. Are you trying to mn me—you see, I don’t know too 
much about these power situations, I don’t have any ‘hitis ns where 
[ live—what you are trying to tell me is that there are certain areas of 
the country that might lose an industry that intended to build a plant 
there because they found that even though there was a sufficient power 
supply to meet the day-by-day needs of the present industrial users, 
if they came in there would be a shortage, and therefore they go to 
some other area 

Mr. Cocuran. Or an industry wanting to expand; and some of 
these industries might not just be lost to that area, but they might go 
to ¢ sande or somewhere where there was an abundance of low-cost 
en ailable. 

Mr. Cneuporr. That is what T thought you meant, but T wanted to 
make sure. 
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pro- Mr. Jonas. If they have an abundance of power in Canada, it is 

because they don’t have the tremendous industrial development that we 

F have. Power has to keep pace with the growth of industry, doesn’t it ¢ 

ite Mr. Cocuran. Well, there are a lot of people who think that 
phe industry will keep pace with the supply of low-cost power. 

Mr. Jonas. Both, I mean. I think the terms are interchangeable. 
They move together, don’t they ? 

Mr. Cocuran. Energy is a kind of dynamic thing, Mr. Jonas. It 
seems that wherever you can bring into production a big block of 
low-cost energy, somehow or another the demand will appear by the 
arid time that energy is available for use, because man lives by energy, 

and when he can get hold of a cheap supply, somebody is always 
willing to use it. 





en ¢ 


Mr. Jonas. I am not opposed to more and cheaper power, and I 
ae don’t have any quarrel with you in that respect. The fact is, I don’t 

have much quarrel with you about anything you have said so far, 
hts except I think what you have said ought to be labeled, instead of 

testimony bearing on this particular issue, as an exposition of the 
of point of view of the association which you work for. That is the 
; reason I objected to going into the debate at the beginning of the 
nm session, because I could foresee what the result would be. 


You have merely set forth the consistent, well-understood position 
of the people who believe that the Federal Government should take 


ra- « more active and positive position in furnishing power where needed 
ify than the private utilities have taken, and you have that right, just as I 
pot say, and as you admit, they have the right to express their own 
ter contrary views. 
rd Mr: Cocuran. Mr. Jonas, I wish it were possible for me to appear 
here ina more objective status, by which I mean, I wish you could call 
nd in w Statistician from X university, who is an expert on this, and just 
ily feed these charts to him and ask him if he considered that a legitimate 
statistical use, because I think he could say, “Oh, you don’t do this 
aucl sort of thing. This is not objective statistics.” 
Mr. Jonas. We haven't even called in the man that prepared it, 
Lot you see. We haven't given the company an opportunity to select its 
ou own witnesses. We have got some defendants here in this proceeding, 
p- but we have not given them a chance to select their spokesman, but 
ly. we have selected them ourselves. 
to Mr. Cuuporr. I have to take issue with that. We have had the 
witness from Ebasco who worked on these charts and gave him a 
00 chance to tell exactly what was meant. We also had the man in 
re charge of research, Mr. Phillips. I can’t agree with you on that. I 
of mean, we tried to get the background. I just want to make one 
nt comment, since I am talking. 
er Mr. Jonas, you see that you were able to bring out the points you 
'S, wanted to bring out without any bickering, without any name calling, 
to without anything else. We have just gone right along, and I have 
allowed you to ask all the questions you wanted. I am not going to 
rf cut you off; I will sit here as long as you want to ask this witness or 
50 any other witness questions. I certainly feel that you have been able 
st to make your points and Mr. Knox his points without a lot of shout- 


ing and yelling and objecting and hollering and running upstairs and | 
Oo. 6°§ making speeches on the floor. That is what I am trying to bring out 
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to you. I certainly am not going to stop you; I think you should be 
given every opportunity to make your points and prove your side of 
the case, if there is a side. 

Mr. Jonas. I have never criticized this committee or the chairman 
for not allowing me full rein with questions, and you have allowed me 
to interrupt whenever I wanted to. The only point I have criticized 
the committee on is because you didn’t take us into your confidence 
before you started these investigations, so we would know more about 
them. I think if we had that, we wouldn’t waste so much time. 

Let’s get back to this thing now. You say on page 13 you felt those 
figures were fantasti¢ or unrealistic, the $20 billion cited as required 
to build the proposed additional hydro-capacity ? 

Mr. Cocnran. Mr. Jonas, can you tell from looking at this plant 
whether this is the cost of a Federal water resources development pro- 
gram or whether it is just the figures on power facilities? 

Mr. Jonas. Well, I have an idea they are referring to the studies 
that have been completed by the Corps of Engineers. Haven’t they 
filed over 300 reports with proposed projects? 

Mr. Cocnran. I believe there have been a great many. Do you 
think that these figures include the total cost of those projects, recrea- 
tion, wildlife, navigation, flood control, as well as power? 

Mr. Jonas. I don’t know, but you have studied it; I have never 
studied this table, and I don’t have access to the material that you have. 
You have studied it carefully in preparing yourself to testify. Now, 
what would you say the total cost of the proposed construction is? 

Mr. Cocuran. When Paul Nelson joined our staff 6 weeks ago, the 
first thing I told him was I am tired of running into figures on costs, 
repayments, and so forth, on the Federal power program, and the first 
job he should undertake was to pull together the straight figures on 
the cost of these projects, how much has been allocated to power, how 
much repaid, what interest they are paying. I want some big tables 
showing it all. 

I had already asked one of the Senators to ask the Government 
agencies to compile these figures, to expedite this thing. The request 
is about 5 months old, and only the Tennessee Valley Authority was 
able to supply this kind of figures in detail. The Bureau of the Budget, 
which is, to me, the great responsible fiscal authority of the Govern- 
ment, does not have that information on file, and said, “We will have 
to compile it from the various agencies, and we do not know how long 
it will take.” 

So I have no figures to go on here, and my comments were based 
on my strong supposition that although they label it “Cost of 
Presently Proposed Federal Power Program,” they really mean cost 
of proposed water resources development projects, which ean include 
all kinds of projects without regard to power itself. 

Mr. Crruporr. Mr. Jonas, will you just hold up the questioning a 
minute’ Itis5after 1,and lam not trying torush you. IT just want 
to know how long you are going to be. If you have a number of 
questions, I would suggest we adjourn for lunch, because it is getting 
late. 

Mr. Jonas. Let’s run about 10 or 15 minutes. 

Mr. Cuuporr. Counsel has just three questions. I think if you can 
finish by quarter after 1, Jet’s try to finish with this witness, so we 
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won't have to come back this afternoon. But if you are going to be 
another hour or so—— 

Mr. Jonas. No, I won’t be that long. You have said enough, Mr. 
Cochran, to convince me that it is a mammoth program if no agency 
of the Government, if neither your office nor the Bureau of the Budget 
nor any other one location in the Government has all of the information 
available. 

Mr. Cocuran. I cannot conceive of its not being available. 

Mr. Jonas. Well, it is probably available, but it is not available in 
one central place. 

Mr. Cocoran. Yes. 

Mr. Jonas. You can find out the information from the Reclamation 
people, and from the other agencies of the Government that are en- 
gaged, from Bonneville, TVA, and Fish and Wildlife, and all of the 
agencies to any degree who are engaged in the power program. You 
can get the information from each agency, can’t you? 

Mr. Cocuran. Yes, sir; but I will write you a letter later; and I am 
almost sure that when this information is finally put in our hands 
sometime in a year after we asked for it it will not be comparable from 
agency to agency; that is, you will not be able to compare the various 
items from agency to agecny. That is the reason I said I know that 
the Bureau of Reclamation can give you information quickly on their 
projects, the TVA has it, but it is the kind of information which ought 
to be available so that people can make quick and dependable compari- 
sons as to capacity. 

Mr. Jonas. You were very critical of the table on page 15, I believe. 
Maybe you weren't, either. Maybe that was a comment m: ade by Mr. 
Moss the other day. 

Did you comment on that table about how the Central Valley projects 
had grown ? 

Mr. Cocuran. I think that this kind of a table could probably be 
compared on any major project of any private or public organization, 
if you had access to their earlier estimates and their guesses and the 
final construction costs. 

Mr. Jonas. It was true with respect to TVA, because I recall, and I 
know something about that, when we first embarked on that project, 
it was supposed to have been one that would cost a couple hundred 
million dollars. We have now got nearly $2 billion in it. 

And I don’t understand the table was intended to mean that the 
construction of 1 project, 1 dam, had increased that astronomically ; 
but, once you get 1 dam constructed, then you have got to build steam 
plants to firm - up the energy, and that calls for additional facilities, 
and you start out with a modest program but, before you get through, 
you are on a tremendously increased program. Isn’t that true? 
Wouldn’t that be fair to say that? 

Mr. Cocrran. Possibl y 80, sir; but I see no reason why the Congress 
of the United States can’t change its mind over a period of time, and 
why the agencies can’t change ‘their recommendations. 

Mr. Jonas. I don’t, either, 

Mr. Cocuran. The implication is here that there is something bad 
about this; it wouldn’t be in here unless it were intended as a reflec- 
tion on the Government, and I think the Government does pretty well. 
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Mr. Jonas. I don’t think it is a reflection on the Government. I 
think it is a critique on the changing attitudes of some people, prob- 
ably, but I don’t see anything directed at the Government. 

Mr. Cocuran. Mr. Jonas, T built a little 2 by 4 house one time when 
I was a college professor, and I had almost everybody’s assurance it 
would cost $7,300. It cost $11,700 and every additional dollar I had 
to pay, and this was a short period, a simple project. 

Mr. Jonas. May I offer you a suggestion, as a lawyer? Next time 
you build a house, get a contract, and you won’t run into that kind of 
trouble. 

Mr. Cocuran. The contract came so late that, by the time I got to 
the contract, I would have agreed to the full amount. But I would 
never have started it, had I known of the additional $4,000. 

These are not simple projects. These are tremendous undertakings. 

Mr. Jonas. The people that belong to your association in the South- 
west are being hurt tremendously because of this very thing right at 
the present time; are they not? 

This may be a lengthy question. It may have some observations in 
it, as well asa question, but I want to ask you if this isn’t true, if this 

fatal habit we have of underestimating the cost of projects and mis- 
takes in allocations, if it isn’t responsible for increased costs of power 
and increased rates. 

Now, you know Mr. Douglas Wright, Southwestern Power Admin- 
istrator. He was not an appointee of this administration. He was 
carried over. Are you familiar with his testimony in which he testi- 
fied for several committees of Congress that the rates fixed originally 
in Southwestern Power were unrealistic and they have known since 
1951 that they were unrealistic and would have to be changed and, 
as a result of not changing them up to now, the Southwestern Power 
Administration has been running in the red every year for the last 5 
years, and the total deficit is now up to, or close to, $10 million; is that 
correct ? 

Mr. Cocuran. It is my understanding that they have now reached 
the conclusion, and probably did some time ago, that the original cost 
estimates—now I am distinguishing between ‘cost allocations and cost 
estimates—were too conservative. This in itself would mean that 
adjustments would have to be made. 

Mr. Knox. What engineering firm pro<luced the costs, Mr. Cochran ? 

Mr. Cocuran. My “assumption is that the Corps of Engineers 
and/or SPA. In other words, the corps, as I recall, constructed all 
of those projects and Interior through SPA is the marketing agency, 
so that these cost estimates would have been made by the corps and/or 
SPA. 

Mr. Knox. In other words, the Ebasco company are not the only 
people that make errors; our Government makes errors, and also those 
who are employed by the Government in making the cost estimates 
on projects. 

Mr. Cocnran. That’s right; and I don’t think people should be 
hanged semantically for making honest errors, but on your question, 
in the Southw est, you see, I think there are three problems. 

One, inflation ‘and whatever else shifted the actual cost of those 
projects after the estimates. 

Two, Mr. Aandahl’s insistence on applying a different cost-alloca- 
tion formula is affecting power rates. 
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» I Mr. Jonas. Wait a minute, Mr. Cochran. In all fairness, don’t 
rob- FB you know that Douglas Wright and everybody in the Southwest have 
known since 1951, and they have been talking about raising these 
yhen rates, as far back as 1951, long before Governor Aandahl came into 
e It this picture? 
had Mr. Cocnran. The third thing I was coming to, Mr. Jonas, and 
: I do not know the full answer to this, is why it 1s only the preference 
Ame customers whose contracts can now be changed, whereas, they have 
1 of long-term contracts with both the aluminum company and power com 
panies. Whoever knew, if they knew, that they were going to have 
t to to adjust these power rates, and who kept the co-ops where they could 
uld jack up their rates, but left the power companies and the aluminum 
company free, ought to explain why they made a differentiation there, 
igs. you see. 
ith- ~ Mr. Jonas. When were the contracts made in Southwestern Power, 
L at with the co-ops ¢ 
‘ Mr. Cocnran. Well, I don’t know whether they consider these 
an ' (rand T as cooperatives as dating from the reenactment of them after 
his the Congress took charge, or whether they date back to the original 
118- contracts, but apparently there is no provision in the contract which 
ver protects the cooperatives from this increase in rates. Yet, if you are 
‘ correct in your earlier statement, the companies’ rates cannot be 
m- chanaed for another 3 years, I believe you said; did you not? 
“ae Mr. Jonas. My understanding of those contracts is that the rate 
sti- structure can, upon the instance of either party, be reviewed at 5-yea 
lly or 10-year intervals. I wouldn’t testify under oath that that is ina, 
= but that is my understanding. 
ad, My other understanding with respect to the REA or the co-op 
ror contracts is that they have never been firm contracts for any length 
LS of time. In other words, they don’t bind themselves to take specific 
= blocks of power, do they, as the aluminum company did? Are they 
firm contracts ? 
ed Mr. Cocuran. I don’t even know the provisions of the aluminum 
st contract as to how much they are bound to take. It is a three-way 
st contract. 
at Mr. Cuuporr. They were trying to get the Aluminum Corporation 
. of America to build those plants. 
~ Mr. Jonas. It w as Reynolds Metals. 
= Mr. Cuuporr. Rey nolds Metals; and they were very, very liberal 
I with them when they gave them a long-time rate, just as you can get 
Ys certain States or certain munic ipalities to give you tax-free land if you 
- build a factory on it for 10 or 15 years; anything to get industry. 
Mr. Jonas. I don’t think it is pertinent to this inquiry, but I would 
ly like to have a memorandum from you showing why you think, or show- 
we ing if you think, and why, that the rates to the private power companies 
” can be raised, including the aluminum company. If it is possible to do 
that, why, you will find that I will never vote to increase the rates on 
- the co- ops unless the rates are increased on these private contracts. 
I [ think that aluminum company contract is indefensible. The testi- 
| mony before this committee in Springfield brought out there was a 
P hidden subsidy of nearly $1 million a year in it. 


Mr. Cuuporr. That’s right. 
. Mr. Jonas. And the thing I can’t understand is why some of you 
people weren’t fussing about it when Mr. Oscar Chapman signed that 
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contract under the Truman administration, why you have kept ‘all 
of your animosity and all of your criticism of things that have gone 
on to what has transpired since the administration has changed. 

Mr. Cuvuporr. I think it was further brought out, Mr. Jonas, that 
at that time, with aluminum in short supply, we needed it for defense 
purposes; and we were willing to do anything to get a pat out there 
to make the aluminum we needed. That is probably the reason, that 
is probably why the co-ops haven’t been yelling about it. 

Of course, there are aon problems. The question of why they can 
raise to you and can’t raise to the Reynolds company is another 
problem. 

Mr. Jonas. That is the argument that has been made in e port of 
this 5-year quick amortization business; that it is defense. You can 
do anything in this country if you can tie it to defense. 

We have seen plenty of evidences of mistakes that have been made, 
but his rapid amortization of cost is a creature of Congress and not 
of the administration. Secretary Humphrey has recommended that 
it be stopped, but we have just passed renewal of the Defense Pro- 
duction Act the other day, and the subject was hardly mentioned on 
the floor of Congress. Everybody seems to recognize that it serves a 
useful purpose. 

Mr. Cuuporr. As long as the international situation is as it is, I 
don’t think we will ever get rid of the tax amortization. 

Mr. Cocnran. Mr. Jonas, it is a strange thing, though. The Con- 
gress authorizes it, but you will recall that they closed the issuance of 
certificates to the electric-power field in December of 1953, and subse- 
quently they reopened them. 

Now, the reopening of that was an administrative decision; and | 
believe Mr. Frye of the Department of the Interior has testified that 
they closed it in 1953 because they had met the defense requirements 
and then later they opened it on the grounds that they had not met 
full mobilization requirements, but that nobody knew what full mo- 
bilization required, since the latest estimate had been made in 1945, 
and they were just issuing the certificates in the meantime, waiting for 
the War Department to make them an estimate on what full mobiliza- 
tion meant. So to this extent the Congress simply authorizes it, but 
there is a tremendous amount of administrative discretion on how 
much subsidy is given out on the program. 

Mr. Jonas. I understand. But while we are on that subject, I would 
like to say I am not advocating discontinuing the policy altogether. 
I think it has been proved to be very beneficial. 

I don’t look at it with the same horror that some people do, because 
I don’t think it necessarily follows that the Government ever loses 
any money as the result. 

We may make money in the end by collecting more taxes, because 
once you use up all of your depreciation, whether you do it in 20 
years or 5 years, if you make any money after that period, you have 
got to pay tax on all of it, and that is a 52-percent rate, and you have 
got no more against depreciation to charge off. ; 

It is a question—and there are arguments on both sides—whether 
it is better to let them charge off a new factory, for example, that wil] 
provide new jobs and more wages for more people, whether it is better 
to reduce the amortization period so as to get it all charged off, so 
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that we can collect full taxes on all earnings after that, or whether you 
spread it out over a period of 20 years. 

Now, I don’t think the system is subject to the severe criticism that 
a lot of people have given to it, and IL think it is debatable whether 
it isn’t a very desirable gimmick for us to use, certainly at a time 
when production needs to be stimulated. 

Mr. Cuuporr. Mr. Jonas, I can give you a hundred arguments 
against what you said, but I think you should get finished ; otherwise 
we will have to adjourn for an hour and a half. I am perfectly will- 
ing to come back this afternoon, if you feel you have questions that 
will keep us here. 

Mr. Jonas. I won’t ask any more questions. 

Mr. Cuvuporr. I think counsel has just three questions, and we will 
be through with this witness. 

Mr. Romney. These are very brief, just for clearing up certain docu- 
ments that were referred to in the record. 

[ believe, Mr. Cochran, at some point in your testimony you referred 
to one of the “pie” charts in your booklet of source materials. Would 
you identify that for the record, please ? 

Mr. Cocuran. Yes. Does it give a page number? I believe in my 
statement I gave a page number, and if you will permit me to send up 
the identical page number, without tearing up my copy, I will get 


those to you this afternoon. 

Mr. Cuuporr. We don’t need the copies, if you will just tell us the 
page number. 

Mr. Romney. And the title of the chart. [ think it dealt with who 
buys—it was during the last half of your testimony 


Mr. Cuvporr. It was in your handbook. 

Mr. Cocuran. I referred to one chart in here on purchasers of Fed- 
eral power, fiscal 1955, which appears on page 69, and is chart 35 in 
this little Power Facts handbook. 

(The chart referred to is as follows :) 


82402-——56——17 
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PURCHASERS OF FEDERAL POWER, FISCAL 1955 


By Class of Wholesale Customer 


"Private Power'"' ® 33.29% 
“Defense Power" 1/ = 29.92% 
"Public Power" ~ 30. 19% 
"Co-op Power" 6.60% 








Rural 
Electric 
Co-op 
6.6% 










State & Other 
Public Agencies 


Private Industry 
22.9% 






Municipal Utilities 
19. 3% 





Private Utilities 
10.4% 









Federal 
efense Agencies 


29. 9% 






Purchasers of Federal Power (In Billions of Kilowatt Hours) % of Total 
Private Industry 2/ 17.2 BKWH 22.9% 
Private Utilities — 7.8 BKWH 10. 4% 
Federal Defense Agencies 1/ 22.4 BKWH 29.9% 
Municipal Utilities "4 14.5 BKWH 19. 3% 
State & Other Public Agencies 8.2 BKWH 10.9% 
Rural Electric Cooperatives 4.9 BKWH 6.6% 
75.0 BKWH 100. 0% 


1/ Virtually all to the Atomic Energy Commission 
2/ Mostly for the aluminum industry 


SOURCE: National Rural Electric Cooperative Association 


Very early in my testimony I referred to page 72 of this handbook, 
on which page there appears a concentric circle map showing the in- 
fluence of the Federal power projects on the wholesale rates of the 
cooperatives. I believe those are the only references. 

If there are others, they do appear by page number, and I will be 
glad to supply them to you, if you want copies. 

Mr. Romney. Another identification of a document I think we 
should have is the map, which I think you referred to in this docu- 
ment. Would you identify the document and then the page and the 
title of the map? 
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Mr. Cocuran. This is a document, and the only thing on the cover is 
“The Saturday Evening Post.” This is a little brochure of some 131 
pages, published by the Post, showing how advertising can change 
public opinion. 

The. discussion in this brochure is how the power companies were 
able to shift public opinion, and this map appears on page 99 of the 
brochure dated February 11, 1950, and it is identified by the largest 
type, saying “A Socialistic USA?” 

Mr. Cuvuporr. Mr. Lanigan. 

Mr. Lanican. You used the term “ECAP” in your testimony. 
Could you give us the full name of that organization ? 

Mr. Cocuran. The Electric Companies’ Advertising Program, 
which is the one which runs ads saying, “This ad produced by 
America’s independent electric power companies;” ECAP, Electric 
Companies’ Advertising Program. 

Mr. Lanican. There was some discussion as to the various material 
that your organization and, I believe, ECIC, which is the Electric 
Consumers Information Committee, have presented, and I would like 
to call your attention to the second page of the booklet, The Federal 
Power Program. 

The page I am referring to is the back of the cover page. If you 
will i st turn the top page to the back of the cover page, I notice that 
merely states that: 

The principal investor-owned power companies serving the Rocky Mountain 
area have prepared this booklet— 
but it does not identify which companies are involved or whether 
Ebasco had aided in the preparation and gathering of material. 

In the material that your organization submits, do you identify your 
organization as the source of that material ? 

Mr. Cocuran. We never produce anonymous material, either as 
to the author or the organizational source. There is no reason. We 
want people to know it is our statement, in the hopes that they will 
believe us. 

Mr. Lanitean. Do you know whether or not that is true of the ECIC ? 

Mr. Cocnran. The material ECIC puts out carries either in the 
mimeographed sheet or in the printed letterhead, or in a little stamp 
we have showing “ECIC memorandum,” the origin of it; and, as I 
say, it goes only to our members in our own envelopes. It is clearly 
identifiable. 

Mr. Lanican. Then there was some question as to the nature of 
multiple-purpose projects and the fact that on one of these charts 
the power revenues are shown with a small amount of irrigation equiv- 
alent in that same chart. 

I have a copy here of a chart submitted by the Interior Department, 
at Senator Dirksen’s request, in the Langer hearings, called Power 
Policy, Hearings Before a Subcommittee of the Committee on the 
Judiciary, United States Senate, 83d Congress, part 2, and in that 
chart it shows that the proportion of irrigation investment to be paid 
by power, and it lists 18 of the major irrigation projects and shows 
that power is supporting irrigation to the tune of $2,703.802,410. Are 
you familiar with the extent to which power does support irrigation ? 

Mr. Cocuran. I didn’t realize the totals had reached that gigantic 
figure, but I knew that there is this long standing connection between 
power revenues and the feasibility of irrigation projects. 
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Mr. Lanican. Could you tell us just a little bit about that subject ? 

Mr. Cocuran. I would really prefer, Mr. Lanigan, to defer to the 
many people around town who know a great deal more about it. I 
got into it only indirectly, in a squabble over an A-47 document, and 
that has been 3 years ago, and I think you can get much better infor- 
mation than I can give you, more quickly. 

Mr. Lanican. By A-47, you are referring to, just to identify it, 
“budget circular”? 

Mr. Cocuran. Budget Circular A-47. 

Mr. Lanican. Mr. Romney called my attention to the fact that I 
should have said 19 reclamation projects, because 1 or 2 of these may 
not involve irrigation type of reclamation. 

That is all I have. 

Mr. Circporr. If there are no further questions—— 

Mi. Jonas. I have to ask one. 

Mr. Ciivnorr. We are going to quit at 1:30, so you have got 2 
minutes to go. 

Mr. Jonas. On the material facing page 31, do you question the 
statement that the private utilities pay 23 cents out of every dollar 
of receipts from the sale of power in taxes / 

Mr. Cocrman. Can I borrow my Power Facts Handbook here? 

Mr. Jonas. Do you question the accuracy of the statment there that 
private utilities on the average pay 23 cents out of every dollar they 
receive from the sale of power in taxes? 

Mr. Cocrmran. According to the Federal Power Commission report 
for 1953, 21 percent of the private power companies’ operating rev- 
enues went for the payment of taxes. This other figure is for 1952, 
T believe. You could get that much variation. It is probably close 
to the actual figure. 

Mr. Jonas. And do you question the accuracy of the further state- 
ments there that in 1952, the Nation’s electric utility companies paid 
$1,228 million in taxes, including $756 million that went to the Fed- 
eral Government and $472 million which went to local, county, and 
State governments? I won’t add the rest. 

Mr. Cocnran. Mr. Jonas, I would say this: That one figure I 
checked showed that in 1952 the electric utility companies had col- 
lected from their rate payers, $756 million which they turned over to 
the Federal Government as income taxes. I did not check the local 
taxes. 

Mr. Jonas. The figure they give you checked and it is correct? 

Mr. Cocuran. Almost to the dollar. It was close enough that I put 
no question mark by the figure. These figures are revised subse- 
quently. Sometimes you get a slight change, but that is no reflection 
on anybody. 

Mr. Jonas. Do you question the other statements there that in con- 
trast public power escapes all Federal taxation and makes only token 
payments in lieu of taxes to States and local governments ? 

Mr. Cocnran. On this term “public power,” you see in the Middle 
West Service Company’s pamphlet when they reproduced this, those 
dots in there showed our generation and transmission plans and public 
power systems, and I want to make sure what they mean by “public 
power.” I want to make sure whether they are talking about—— 

Mr. Jonas. The member organizations of your association, do they 
pay Federal taxes? 
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ct? Mr. Cocuran. They pay all Federal taxes except income tax. 
© the Mr. Jonas. I am talking about income taxes. They don’t pay in- 
it. I come taxes, do they ? 


Mr. Cocnran. Our cooperatives do not. 

Mr. Jonas. And they don’t collect any taxes, then, from the cus- 
tomers who buy power from them as the private utilities do from peo- 
fy it, ple who buy power from them? 

Mr. Cuuporr. Isn’t it true, Mr. Jonas, that no cooperatives pay 
income taxes? That is one of the reasons for contention here, the 


5 and 
nfor- 


hat I question whether co-ops should pay taxes. 
may Mr. Jonas. I am not saying that they should. I am asking him if 


this information is correct as set out here. 

Mr. Cuuporr. One thing I think we can all agree on its that co- 
operatives do not pay income taxes. 

Mr. Jonas. The point is that through the private utilities the Fed- 


rot 2 eral Government and other governments get over $1 billion a year in 
taxes, 

. the Mr. Cuuporr. Actually, the companies themselves don’t pay the 
ollar taxes. They indirectly put it on the consumers who pay a higher rate. 

Mr. Jonas. General Motors pay $1 billion, but the buyers of the 
e? automobiles pay the taxes. It is a convenient method of getting 
that about $1,228 million in taxes that are required to run schools and other 
they facilities. ‘The point is, if you take over the utility business in this 

, country, we are going to lose an awful lot of taxes, aren’t we? 

port Mr. Cocuran. Well, we have no present plans for taking them 


rev- over. 
952, Mr. Jonas. Wouldn’t you like to get rid of them? 
slose Mr. Cocuran. Get rid of private utilities? 
Mr. Jonas. Yes. 
fate- Mr. Cocnran. I think it would be a tragedy. 


paid Mr. Jonas. Let me ask one more question, and I have got to ask this 


“ed- question. 

and Mr. Cuuporr. I don’t think anybody is advocating getting rid of 
private utilities. 

re I Mr. Jonas. You are a strong believer in the preference clause, and 


col- Lam not trying to get rid of it. Do you mean by the preference clause 
rto — that if you have a dam or a generating plant that produces so much 


ocal power at X plant, if there are enough preference customers available, 
they ought to get all that power ? 
Mr. Cocuran. That’s right. You are including as preference cus- 
put tomers the fact that the Federal Government, itself, 1s a preference 
bse- customer. 


tion Mr. Jonas. What if the Federal Government is not involved, what- 
ever power is generated there under your construction or your inter- 

‘on- pretation of the way the preference clause should be construed, the 

ken preference customers, if they need it, ought to get all of the power ‘ 

Mr. Cocuran. That’s right. 

idle Mr. Cuuporr. I think the Attorney General decided that. 

10Se Mr. Jonas. That is a different kind of an argument. Do you say 

blic that is true even though that means that they take over some of the 


blic customers that private utilities have in the past served in that area? 
: Mr. Cocuran. Of course, one, you are saying 
hey Mr. Jonas. I am just asking you. 
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Mr. Cocuran (continuing). Do I support the c urrent law and the 
traditional interpretation of it? The answer is, “Yes 

If you are saying further that if in a given area the sai ages re- 
sulting from preference involve the loss ‘of some customers of private 
companies to preference customers, would I? 

Mr. Jonas. Do you think it would be proper to use the preference 
clause to do that? 

Mr. Cocuran. I think the preference clause is absolutely essential as 
the heart of the antimonopoly power policy of the Federal Govern- 
ment, and here and there you get a redistr ibution of consumers, I don’t 
believe either the private electric industry or the Nation’s welfare is 
jeopardized by it. 

Mr. Jon AB. May I ask one other question, and then I will subside. 
Assume you have a powerplant here in the center of this area. To the 
north there are preference customers and they take all they 
and they use, say, half of the power that is produced there. 

To the west and the east and the south, private utilities serve the area. 
Is it your feeling that by selling the power to the preference customers 
all of it or half of it, is there, in your opinion, any discrimination in 
favor of the customers of that preference organizaiton and against the 
customers who have to get their power from } private utilities? 

Mr. Cocuran. No, sir, for this reason: When you talk about dis- 
crimination, of course, it is a term with fine moral and legal overtones, 
but these maps here showing the effect of TVA, of the rates of non- 
preference customers and the actual history of rates in this eastern 
section of the United States since TVA is just, to me, irrefutable evi- 
dence that the nonpreference, that is, the consumers of the private 
power comp: nies and the power companies—— 

Mr. Cuuporr. You are talking about a map. Tell us the page. 

Mr. Cocuran (continuing). Have benefited greatly. 

The map referred to here is on pages 70 and 71 of our Power Facts 
Handbook. 

Mr. Cuuporr. I think maybe we ought to put those maps in the 
record, too, so we know what you are talking about. Can you get us 
copies of them ? 

Mr. Cocuran. Yes, I will get you copies. 

(The maps referred to appear on pp. 257 and 258.) 

sut the thing in this case, Mr. Jonas, ‘the preference customers got 
their low-cost power from TVA and they benefited, but the customers 
of the private companies around that whole area were affected, for the 
simple reason that Ham Moses of Arkansas Power & Light pitched in 
and really began to run himself a utility company. 

He put in promotions ul rates, lowered his rates drastically, and the 
companies in the area around TVA have grown much more rapidly in 
the last 20 years then those over the ¢ country, as an average, because the 
competitive effect of TVA just put them all to work doing a better 
job, promting greater power sales, and that sort of thing, so we think 
the consumer of the private company benefits from the preference 
clause. 

Mr. Jonas. You wouldn’t say that the preference customers, then, 
in the iJlustration I gave, have any advantage over the people who have 
to buy their power from the private utility ? 

Mr. Cocuran. Not necessarily. 
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Mr. Jonas. Well, they save all this $1,225 million in taxes that others 
pay through the priv: ate companies as a conduit, don’t they? Who is 
going to make up that tax? 

Mr. Cocuran. In the general tax 

Mr. Jonas. Everybody becomes a preference customer. 

Mr. Cocuran. The billion-dollar figure you are using is all taxes? 

Mr. Jonas. That’s right. 

Mr. Cocnran. And I think you will find the extent to which the 
Federal agencies contribute taxes to local and State governments 

yaries, the extent to which local public systems make contributions i in 
lieu of taxes varies, and certainly the cooperatives are not exempt, in 
most States, from any taxes, exc ept a tax on net income. It is a diffi- 
cult question to answer simply. 

Mr. Jonas. The quarrel I find with the argument that is usually 
advanced is that you seem to make an issue between the preference 
customers and the private utilities, forgetting the fact that the private 
utilities don’t eat this power, they have to sell it to their customers. 

The issue ought to be between preference customers with the advan- 
tages that we give to them, as distinguished from the customers of 
the private utilities who don’t have available to them the preference 
power. 

Mr. Cocuran. I can’t see that, Mr. Jonas. 

Mr. Jonas. Well, as a customer of a private utility, I can tell you 
there is a very real problem. 

Mr. Cocuran. As a customer of a private utility, I agree with you. 
I would like to see a yardstick on the Potomac to lower my rates from 
VEPCO. 

Mr. Cucuporr. Do you have some questions, Mr. Knox ? 

Mr. Knox. One question. I request, Mr. Chairman, that I be per- 
mitted at this point in the record to extend the following remarks that 
I shall make to the place in the record on page 222 of this hearing 
where Mr. Cochran charged the administration with bottling up the 
Niagara projec t in the Rules Committee. 

The Rules Committee is composed of 12 members, 8 of the majority 
Democratic Party, 4 of the Republican minority party. Therefore, 
it is not the administration bottling wp the project in the Rules Com- 
mittee, because seven votes are needed on that committee to issue a 
rule for the bill to come to the floor of Congress, so it is not the admin- 
istration that is bottling it up. It is the majority group, the Demo- 
cratic group, that are members of that committee that have tied the 
bill up in the Rules Committee. 

Mr. Cnuuporr. Mr. Knox, I don’t think you have to revise your 
remarks. You have already made them. Of course, everybody has the 
right to revise their remarks. 

Mr. Knox. They will be revised when I look the testimony over, but 

[ do want my remarks inserted on page 222, so there will be some con- 
tinuity to the statement which I m: ide when you shut me off. 

Mr. Cocuran. I wish, Mr. Knox, that I were totally wrong and the 
bill would reach the Congress tomorrow. 

Mr. Cuvuporr. Let’s not get into that. We can argue on the Rules 
Committee not only concerning that bill but probably a thousand bills. 

If there are no further questions, the subcommittee will adjourn 
until 11 o’clock tomorrow morning. 

(Whereupon, at 1:45 p. m., the subcommittee recessed, to reconvene 


at 11 a.m., Wednesday, July 25, 1956.) 

















PRIVATE ELECTRIC UTILITIES’ ORGANIZED EFFORTS 
TO INFLUENCE THE SECRETARY OF THE INTERIOR 
(EBASCO SERVICES, INC., AND ROCKY MOUNTAIN 
GROUP) 


WEDNESDAY, JULY 25, 1956 


Houser or REPRESENTATIVES, 
SUBCOMMITTEE ON Pupsiic WorKs And ReEsOURCES 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment at 7 p. m., in 
room F-16, United States Capitol Building, Hon. Earl Chudoff 
(chairman of the subcommittee) presiding. 

Present: Representatives Chudoff (presiding), and Jonas. 

Also present: James A. Lanigan, subcommittee counsel; Arthur 
Perlman, staff director, and Miles Q. Romney, professional staff 
member. 

Mr. Crruporr. The subcommittee will be in order. 

We have one of our distinguished colleagues here tonight as an 
observer, Congressman William J. Green, Jr., of Pennsylvania, who 
represents part of Philadelphia, is a member of the Armed Services 
Committee, and is very much interested in the great conflict between 
public and private power. He asked me whether he could come down 
and listen for a while, and I told him that we would be very happy 
to have him. 

You know, we Congressmen in Philadelphia don’t understand very 
much about the power problems, and I have learned a lot in the last 
2 years. I think I have said this before. We just push the switch 
and the Philadelphia Electric Co. supplies us with electricity. I can- 
not make up my mind whether that is good or bad. We don’t have the 
problem at all in Philadelphia. 

The first witness we have tonight is Mr. R. F. Penman. Mr. Pen- 
man, yould you raise your right hand, please? 

Do you solemnly swear that the testimony you are about to give 
this subcommittee shall be the truth, the whole truth, and nothing but 
the truth, so help you God ? 

Mr. Penman. I do. 


Mr. Cuvuporr. Will you have a seat, please ? 


TESTIMONY OF R. F. PENMAN, CONSULTING ENGINEER FOR 
EBASCO SERVICES, INC. 


Mr. Cruporr. What is your full name? 

Mr. Penman. Roy F. Penman. 

Mr. Cuuporr. Your address? 

Mr. Penman. 34 Chase Road, Scarsdale, N. Y. 
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Mr. Cuuporr. Mr. Lanigan ? 

Mr. Lanican. Could you tell us what position you hold at the 
present time? 

Mr. PreNMAN. Iam consulting general engineer for Ebasco Services, 
Inc., 2 Rector Street, New York. N. =. 

Mr. Lanican. And did you hold that position in April of 1953? 

Mr. Penman. I did. 

Mr. Lanican. How long have you been with the Ebasco Services 
Inc., company ? 

Mr. Penman. I went with Electric Bond & Share in 1930. In 
1938, I think it was, Ebasco Services was split away from Bond & 
Share and made a subsidiary, and at that time I went with the sub- 
sidiary company. 

Mr. Lanican. Could you give us just a brief description of your 
duties, sir? 

Mr. Penman. I am a member of the consulting engineering de- 
partment of Ebasco, and in that department we have a chief con- 
sulting engineer, and under him there are a number of consulting 
engineers. To illustrate, we have an electrical consulting engineer, a 
consulting mechanical engineer, a consulting civil engineer, consulting 
hydraulic engineer, consulting gas engineer, consulting nuclear eng!- 
neer, and consulting general engineer. 

Now, the activities of these men you can understand, the consulting 
electrical engineer is concerned primarily with the electrical prob- 
lems; mechanical, the same. I take up the miscellaneous consulting 
engineering activities of Ebasco. 

Mr. Lanican. By consulting engineer do you mean that your func- 
tion is to consult with the clients of Ebasco 4 

Mr. Penman. Consulting with them and advising them and handl- 
ing study problems for them. 

Mr. Lantean. I want to show you a copy of a letter dated April 
24, 1953, addressed to Mr. B. C. Russell, vice president of the Idaho 
Power Co., Boise, Idaho, and signed by you, and ask you if you can 
identify the letter. After the letter there are additional notes which 
are followed by the initials “R. F, P.” 

It looks like “R. F. P.” I just would ask you if you could identify 
the letter, sir. 

Mr. Penman. Yes; I am the author of this letter. 

Mr. Laniean. Do you recall writing the letter? 

Mr. Penman. I recall writing the letter. 

Mr. Lanican. And the additional notes which are attached to it? 

Mr. Penman. Yes, sir. 

Mr. Lanican. The additional notes are addressed to four gentle- 
men. I will name them and ask if you could just identify them for us. 

The first one is a Mr. Gourdon. 

Mr. Penman. He is the consulting mechanical engineer of Ebasco 
and has charge of most mechanical study problems that we handle. 

Mr. Lantcan. And the next one is a Mr. Hanson. 

Mr. Penman. Mr. Hanson is Mr. Gourdon’s No. 1 assistant. 

Mr. Lanican. Mr. Mr. Fairbanks? 

Mr. Penman. Mr. Fairbanks is a member of the consulting civil 
engineering staff. He at this time reported to Mr. A. T. Larned, 
who is the consulting civil engineer. 
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Mr. Lanigan. And he was located in New York? 

Mr. Penman. Yes. 

Mr. Lanican. And the others, Mr. Gourdon and Mr. Hanson were 
also located in New York; is that right? 

Mr. Penman. That is right. They have an office in New York, 
though all three of those gentlemen are frequently away from New 
York on assignments. 

Mr. Lanican. Then the last one is a Mr. Mosley. 

Could you identify him, please ? 

Mr. Penman. Yes. He is a member of the consulting electrical 
engineering group and reports to the consulting electric engineer in 
New York; but he resides in Portland, Oreg., and works at Portland, 
Oreg., all the time except when he is called on for specific work in the 
West. 

Mr. Lanican. I see. And what are his duties in Portland and in 
the West ? 

Mr. Penman. He at the time this letter was written was the No. 2 
man in the coordinating group of the Northwest power pool. 

Mr. Laniaan. Is that pool operated by Ebasco Senfiniat? 

Mr. Penman. Ebasco Services provides the coordinating staff for 
the coordination; but it is run by the private companies and public 
power agencies out in the Pacific Northwest and covers the States of 
Oregon and Washington; Montana, Idaho, and Utah; a little of 
Nevada. 

Mr. Laniean. Could you just tell us briefly what the coordinating 
function is? 

Mr. Penman. The coordinating function they follow primarily on a 
year-to-year basis the adequacy of the power supplies and how to carry 
the maximum load with the total facilities in the area. 

They also predict when shortages will occur and what might be the 
best procedure to reduce the shortages to the minimum. 

I might say that these fellows, the coordinating group, report to 
the Northwest Power Pool Committee, which has one representative 
from each private company and each public power agency out there. 
I think there are 11 outfits that pool their resources, and these 3 men 
work for them. 

Mr. Lanican. Mr. Chairman, I think we should put this letter in 
evidence. 

Mr. Cuvuporr. Without objection, let it be admitted in the record. 

Mr. Jonas. I object. It does not bear upon the scope of our inquiry. 
It is related wholly to an entirely different situation. It has no rela- 
tionship to the subject under 7 Moreover, it is a letter from an 
employer to a client and is privileged in the relationship. 

Mr. Cuuporr. Mr. Jonas, I have carefully read this letter; and it 
appears to me that it is definitely related to the questions at issue in 
this investigation. I presume that you are setting forth the same 
question of privilege that you set forth in prior letters of this type, and 
I cannot see any privilege. 

It is the ordinary course of business. There is nothing privileged 
about it, nothing confidential, and I am going to admit it in the record. 

Mr. Jonas. Is it your position and is it your understanding that 
this subcommittee has the right to pick out any letters that may have 
been exchanged between Ebasco Services, a management organization, 
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and its clients, and put them in this record whether they relate to the 
subject-matter under inquiry or not ? 

Mr. Cuuporr. I think they definitely relate to the subject matter 
under inquiry. I would like to read from some of this letter. I would 
like to read the last paragraph : 

Secretary McKay’s removal of the proposed American Falls additions from 
the reclamation budget and the policy statement (attached) given by the House 
Appropriations Committee may justify brief consideration of your installing 
additional hydro generating capacity at American Falls. 

Then the notes in the first paragraph following the letter, which 
are additional notes to Messrs. Gourdon, Hanson, Fairbanks, and 
Mosley : 

Mr. Roach has had recent discussions at Washington which makes him fairly 
optimistic about getting the Oxbow license. Oxbow (151,000 kilowatts) can be 
built for some $160 per kilowatt against Wiley (75,000 kilowatts for about $230 
per kilowatt). He desires to find a way to carry his load until Oxbow can be 
completed. However, the others seem quite positive that Idaho must have addi- 
tional generating capacity before Oxbow can be licensed and completed. This 
amplifies somewhat the third paragraph of the above letter. 

Idaho may not be much interested in the alternate steam site in the Don 
vicinity. Suggest you follow Russell’s inclination on whether this be looked at. 
Then it goes on to say: 

Idaho’s propaganda against additional generation at American Falls may 
make it inadvisable politically for them to give much consideration to installing 
additional hydro generation at American Falls now. Russell will have the 
political feel of this, however. 

Mr. Jonas. Yes; but I call your attention to the fact that the only 
comment in either the letter or the notes that has any relationship 
whatsoever to the Department of the Interior is the last paragraph you 
read from the letter in which it is stated as a historic fact that the 
Secretary of the Interior did something and that the House Com- 
mittee on Appropriations did something. 

Now, that does not indicate that the writer of the letter or anybody 
connected with Ebasco Services or any of the persons named in the 
letter had anything whatsoever to do with the decision of the Depart- 
ment of the Interior or the decision by the committee of Congress. 

Moreover, the reference in there to propaganda by Idaho certainly 
would never be admissible against ‘Tdaho Power Co. It was not writ- 
ten by any official of Idaho Power Co. or any employee of Idaho Power 
Co. or anybody who had any right to bind Idaho Power. It i is merely 
a statement on the part of a third party that Idaho Power’s propa- 

ganda had been directed. Now, that would not be admissible in any 
court. 

Mr. Cuuporr. If you will recall Mr. Roach’s testimony, he already 
testified that, when he delivered the red book to Mr. Tudor at the 
Interior Department, he discussed the Oxbow problem with him, and 
this ties in with his testimony. 

Mr. Jonas. I wet agree. Do you have a pocketfull of proxies? 

Mr. Cuuporr. I do; yes. 

Mr. Jonas. How many do you have? 

Mr. Cuuporr. Well, I have five. 

Mr. Jonas. Are they : all dated today? 

Mr. Cuuporr. Yes; they are all dated today. They are all dated 
July 25, 1956. 
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Mr. Jonas. And you propose to vote them in sustaining your ruling 
that that letter is er operly admissible in the record ? 


Mr. Cuuporr. Yes, sir; I do. 
Mr. Jonas. I respectfully dissent from the ruling, but I am one 


against how many proxies ? 


Mr. Cruvporr. Five. 
Mr. Jonas. One against six, so that ends that. I want my objection 


to be on the record. 
Mr. Cuvuporr. Of course, Mr. Jonas, your objection is on the record, 


and let this letter be introduced in the record at this point. 
( The letter is as follows :) 


- 


APRIL 24, 1953. 


[r. B. C. RUSSELL, 
Vice President, Idaho Power Co., 
Boise, Idaho. 

DEAR BEN: After our telephone conversation Wednesday, I put in a call for 
Mr. Roach at Boston and he concurred in this program that we had discussed. 
Probably it is desirable to restate the arrangements and arrival dates. 

Jack Mosley will reach Boise Thursday, April 30, from Portland and will work 
with Dick, I assume, in reviewing the load estimates and present resources to 
determine the additional power and energy requirements, the estimated produc- 
tion at the A. J. Wiley hydro and the estimated production required by months 
from the American Falls steam unit. Jack will need to have a good understand- 
ing of your dump sales arrangement with Utah. 

Mr. Roach also wants Jack to give early consideration to the maximum amounts 
of power and energy that could be secured from Utah and Montana on a short- 
term basis. 

Messrs. Courdon, Hanson, Fairbanks, and construction cost estimators will 
reach Bannock Hotel, Pocatello, late Sunday evening and early Monday morning, 
May 4. Some of these will be in the West. They will make the hotel reserva- 
tions needed. 

After studying the American Falls site, it may be desirable to take a brief look 
at some possible site in the Don vicinity. The question of condensing water may 
not be insurmountable. 

After the site examinations, decision can be made as to whom will go to Boise 
for completion of the economic comparison and writing of the report which will 
be assembled by Hanson. 

As discussed by telephone we plan to use your construction estimate on the 
A. J. Wiley hydro and associated incremental transmission required and prepare 
comparable steam plant estimates for 66,000- and 100,000-kilowatt units. 

Jack Mosley will need to be in Seattle May 11 to 15, but it is believed that he 
can complete his portion of the work before he needs to leave Boise. This is 
highly desirable, since we realize that you want to make a decision in the very 
near future. 

Secretary McKay’s removal of the proposed American Falls additions from the 
reclamation budget and the policy statement (attached) given by the House Ap- 
propriations Committee may justify brief consideration of your installing addi- 
tional hydrogenerating capacity at American Falls. 

Yours very truly, 
R. F. PENMAN. 

Copies to: T. E. Roach, P. E. Gourdon, R. M. Hanson, H. K. Fairbanks, W. J. 
Mosley. 

Additional notes to Messrs. Gourdon, Hanson, Fairbanks, and Mosley: 

Mr. Roach has had recent discussions at Washington, which makes him fairly 
optimistic about getting the Oxbow license. Oxbow (151,000 kilowatts) can be 
built for some $160 per kilowatt against Wiley (75,000 kilowatts) for about $230 
per kilowatt. He desires to find a way to carry his load until Oxbow can be «om- 
pleted. However, the others seem quite positive that Idaho must have sddi- 
tional generating capacity before Oxbow can be licensed and completed. This 
amplifies somewhat the third paragraph of the above letter. 

Idaho may not be much interested in the alternate steam site in the Don vicin- 
ity. Suggest you follow Russell's inclination on whether this be looked at. 

Idaho’s propaganda against additional generation at American Falls may 
make it inadvisable politically for them to give much consideration to installing 
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additional hydrogeneration at American Falls now. Russell will have the politi- 
cal feel of this, however. 
Even though I have thrown two alternates into the telephone discussions, 
and this letter, the main assignment still remains: 
(1) Can they safely defer any more generation until Oxbow can be completed? 
(Roach’s principal question. ) 
(2) How do the Wiley hydro and the American Falls steam unit compare eco- 
nomically? (Russell’s principal question. ) 
Mr. Roach feels that the steam unit might show fairly well for the early years 
but would not be as economic with Oxbow, Hells Canyon, and Brownlee in opera- 
tion—and he may need to agree to build all of these fairly early to secure his 
Oxbow license now. 
mies r. 


Mr. Lantean. That is all I have. 
Mr. Cuuporr. Do you have any questions to ask this witness ? 
Mr. Jonas. Yes. 

What did you say your name is, sir ? 

Mr. Penman. Roy F. Penman. 

Mr. Jonas. P-e-n-m-a-n ? 

Mr. Penman. That is right, sir. 

Mr. Jonas. When is that letter dated ? 

Mr. Penman. April 24, 1953. 

Mr. Jonas. Youcame down from Ebasco today ? 

Mr. Penman. Yes. 

Mr. Jonas. As the result of a subpena ? 

Mr. Penman. No. Mr. Lanigan telephoned our secretary, Mr. C. H. 
Anderson, and asked him to arrange for me to come down and be down 
here for a meeting in room F-16 at 11 o’clock this morning. 

Mr. Jonas. When was that, yesterday ? 

Mr. Penman. Yesterday afternoon, I imagine, about 3 o’clock. 

Mr. Cuuporr. At that time, Mr. Jonas, we thought we were going 
to meet at 11 o’clock. 

Mr. Jonas. I understand. Now, were you informed as to why you 
were needed ? 

Mr. Penman. Yes. Mr. Anderson told me on the telephone that 
they wanted me to identify a letter which I had written to Mr. B. C. 
Russell, vice president of the Idaho Power Co., under date of April 
24, 1953. 

Mr. Jonas. You were not interviewed by the staff when the staff 
members were in New York ? 

Mr. Penman. No, sir. 

Mr. Jonas. Well, is there any secret about who wrote the letter? 

Mr. Penman. None whatsoever. 

Mr. Jonas. Were you requested to acknowledge it over the tele- 
phone ? 

Mr. Penman. No. 

Mr. Jonas. Would you have done so? 

Mr. Penman. Oh, yes. 

Mr. Jonas. And the Government would have been saved the expense 
of bringing you all the way down here from New York and keeping 
you here today and tonight, simply to identify a letter which you 
would have been glad to have identified over the telephone ? 

Mr, Penman. That is correct. 

Mr. Cnuporr. Mr. Jonas, I just want to say that had you and I 
been the only ones to be consulted about this letter, I am sure that we 
could have discussed it and probably have gotten it into the record or 
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had your objection noted on the record and saved this gentleman a trip 
from New York. But you know that there are certain other members 
of the committee that might have objected to that type of identification, 
and that is why it was necessary for Mr. Penman to come down. 1 
would have been just as happy to have had it identified over the 
telephone. 

Mr. Jonas. I would only say in response to that that this simply il- 
lustrates the trouble we get into and the unnecessary expense we incur 
when you as the chairman of the subcommittee refuse to consult the 
minority in advance of scheduling these meetings and refuse to dis- 
close to the minority what you propose to prove. We could cut 
through a lot of this unnecessary redtape and waste of time if you 
would just be willing to consult with members of the minority in 
advance. 

Mr. Cuuporr. I do not think we are wasting any time, Mr. Jonas. 
I think that had we had the cooperation of some of the other mem- 
bers of the subcommittee, we certainly could have been finished with 
these hearings last week, but of course we are going to try to get 
through tonight if we can so that we won’t have—while the House is in 
session—so there won't be any question about legislative business. 
Are you through with the witness? 

Mr. Jonas. Yes. 

Mr. Cuvporr. Thank you, Mr. Penman. That is all. Is Mr. Alex 
Radin in the room? 

Would you come up, please. 

Mr. Radin, do you solemnly swear the testimony you are about to 
give before this subcommittee shall be the truth, the whole truth, 
and nothing but the truth, so help you God? 

Mr. Raptn. Yes, I do. 

Mr. Cuuporr. What is your full name? 

Mr. Rapin. Alex Radin. 

Mr. Cuuporr. And where do you live, Mr. Radin? 

Mr. Rapin. 1220 Stafford Road, Alexandria, Va. 

Mr. Cuuporr. Do you have a prepared statement ? 

Mr. Raptn. Yes, I do. 

Mr. Cuvuporr. Do you have copies? 


Mr. Raprn. Yes, I do. 


TESTIMONY OF ALEX RADIN, GENERAL MANAGER, AMERICAN 
PUBLIC POWER ASSOCIATION 


Mr. Cuvuporr. Mr. Radin, in your statement will you describe your 
position and functions with the organization that you represent ? 

Mr. Rapin. Yes, sir, do. Iam | general manager of the American 
Public Power Association. 

Mr. Cuvuporr. Would you proceed with your statement, please. 

Mr. Raprn. Yes. 

Our association was organized in 1940, and today represents more 
than 800 local publicly owned electric utility sy stems in 40 States, 
Puerto Rico, and Alaska. The organization is nonpartisan and non- 
political. 

I am appearing here today in response to a letter of June 28, 1956, 
from Congressman Earl Chudoff, chairman of this subcommittee, in 
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which he asked me to review the document entitled “The Federal 
Power Program” and two attachments thereto, and— 
testify as to the accuracy of the alleged facts stated therein, and as to the effect 
the documents and views expressed may have on the Iederal power program as 
established by Congress. We would also like to have your views— 
Congressmen Chudoff added— 
as to the extent to which the suggestions made in the documents have been put 
into effect by administrative action. 
[ would like to make it clear at the outset that I do not feel that 
it is in any wise improper for a group such as the private utilities in 
the Rocky Mountains area or similar groups to present their views 
to a Government agency such as the Department of the Interior. ‘This 
procedure is certainly within the great traditions of our system of 
government, and is a vital part of our democratic processes. 
However, responsible persons or groups which present their views 
to Government agencies have a clear moral obligation to be as factual 
as possible, and not to distort facts or make unwarranted implications. 
In the context of the premises stated above, I have examined the 
subject booklet carefully. Our organization does not have sufficient 
staff to review all the facts and figures contained therein, but the 
checking we have done has convinced me that this document is 
loaded with inaccurate and completely misleading statements and 
figures, and presents a highly distorted view of the Federal power 
program. The companies which sponsored the publication of this 
booklet (they « re not named in the booklet itself) have every right 
to their viewpoint; they have every right to the presentation of their 
position to the Department of the Interior and other Government agen- 
cies. But I believe they do not have a right to mislead Government 
agencies with inaccurate and distorted representations. ‘To the extent 
that they indulge in such practices, they do a disservice, in my opinion, 
to themselves and to our institutions. 
sefore entering into an analysis of this booklet and the accompany- 
ing documents, I would like to point out that the arguments in this 
booklet, it seems to me, rest on the assumption that the activity of the 
Federal Government in the field of power production, as it has been 
carried on in the past, is inimical to the best interests of our country, 
and that the program of Federal power development which has been 
pursued in this country is leading toward the nationalization or 
socialization of the elec tr ic-power industry. 
Let me make it clear at the outset that the organization which I 
represent does not now nor has it ever advocated ‘the nationalization 
or socialization of the electric industry. Our association consists of 
hundreds of local publicly owned electric utilities whose existence 
predates that of the Federal power program. ‘These local publicly 
owned enterprises, many of which have been in existence for more 
than 50 years, have served a most useful function and we believe they 
can and should continue to play a highly important role in the future 
of our country. The nationalization ‘of the electric industry would be 
inimical to the interests of the local publicly owned electric utilities, 
just as it would be detrimental to the private power companies and, 
we believe, to the best interests of the country as a whole. Therefore, 
we oppose the nationalization of the electric industr y: 
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However, we do believe that there is a proper role which the Fed- 
eral Government has played—and should continue to play—in the 
development of our Nation’s priceless natural resources. This activity 
of the Federal Government has been of benefit to the entire country, 
and we do not believe that the continuation of our resources and power 
development programs will in any wise lead to the nationalization of 
the electric-power industry. 

In considering the specific figures and statements contained in this 
booklet, I will not attempt to analyze the booklet page by page. How 
ever, I would like to comment upon some of the more glaring and 
obvious inaccuracies contained in this booklet 

On the first page and, asa matter of fact, throughout the publication, 
there are statements to the effect that our Federal power program is of 
recent origin, or a product of the New Deal. 

In reality, a study of the history of the developme: i of our natural 
resources shows that this program had its roots in the conservation 
movement which began to gain momentum about the turn of this 
century. I might interject here, Congressman Chudo®#, that Governor 
Pinchot of your State was one of the leaders in this ve ry movement. 

Togaina ‘better perspective of our Federal power program, I believe 
it would be useful to make a brief surve y of the origins of that program. 

The value of the rivers as a source of electricity was recognized soon 
after the birth of the electric industry in 1882. Public concern over 
safeguarding this resource of the Nation’s industry arose quickly, and 
it was only 8 years after the first small electric plants went into opera- 
tion that the first congressional legislation appeared. The conviction 
grew that the public streams must be developed in the interests of all 
the people. There was, moreover, little doubt in the public mind about 
the public character of electric service. In order to build their systems, 
private interests of course had to obtain franchises from the munic 
palities they wanted to serve. Public ownership of electric facilities 
began with the birth of the industry and developed side by side with 
private ownership. 

In 1890, the Congress forbade the construction of obstructive dams 
or other structures in the navigable rivers unless approved by the 
Chief of Engineers and the Secretary of War. The Rivers and 
Harbors Act of the same year contained an indication of the intent of 
Congress to limit the time any power site could be occupied, and in 
special bills enacted the same year such a limit was written in. Con- 
gress authorized the Secretary of War to grant leases for power sites 
on the Green and Barren Rivers but specified that the leases were to 
run for not more than 20 years. In 1901, the Congress gave to the 
Secretary of the Interior authority to permit use of rights- of-way 
across public lands, forests, and other reservations “for electrical 
plants, poles, and lines for the generation and distribut wit of electrical 
power,” and for dams and reservoirs used to promote irrigation or to 
supply water for domestic, public, or any other beneficial uses. 

President Theodore Roosevelt devcied a substantial portion of his 
first message to Congress to the resources conservation problem. 

Great storage works are necessary to equalize the flow of streams and to save 
the floodwaters— 


he said. 
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Their construction has been conclusively shown to be an undertaking too 
vast for private effort. Nor can it be best accomplished by the individual States 
acting alone * * * 

This speech set the stage for a surge forward in the development of 
resources. The next year, 1902, the Congr ess passed the Raslamatioh 
Act, and within the next 6 years the Reclamation Service had under 
construction 29 projects for storing water for irrigation purposes in 
the West. 

In 1906 the Congress amended the Reclamation Act to provide that 
irrigation projects could provide water to nearby municipalities and 
to provide for a preference to municipalities in the marketing of sur- 
plus power generated at the irrigation projects. This was the origin 
of the so-called preference clause in power marketing—a provision 
which subsequently has been reaffirmed and str engthened by the Con- 
gress on 13 occasions. 

President Theodore Roosevelt again took note of the importance of 
the development of our power resources when he transmitted to Con- 
gress, in 1909, the report of the Inland Waterways Commission. On 
that occasion, President Roosevelt said : 

It is especially important that the development of waterpower should be 
guarded with the utmost care both by the National Government and by the Statey 
in order to protect the people against the upgrowth of monopoly and to insure 
to them a fair share in the benefits which will follow the development of this 
great asset which belongs to the people and should be controlled by them. 

In 1920 the Congress adopted the Federal Water Power Act, which 
replaced the former system of direct congressional grants on a projec t- 
by-project. basis. The chairman of the Senate Committee on Com- 
merce, when the legislation was under discussion, said : 

It will thus be seen that under the terms of the act the Federal Government 
has, through its Commission, the first right to develop any of the waterpowers 
under its jurisdiction. Should the Federal Government elect not to do so, then 
States and municipalities are accorded a preference right to licenses on even 
oe over citizens, assoviations of citizens, or corporations organized under the 

laws of the United States or any of the States thereof * * * (59 Congressional 
Record 246). 

After adoption of the Federal Water Power Act there was an accel- 
eration of activity in the field of water resources dev elopment, culmi- 
nating in the publication of a number of “308 reports” by the Army 
engineers, the adoption of the Boulder Canyon Project Act, the Fort 
Peck Act, the TVA Act, the Bonneville Act, and others. 

While it is true that a major part of the progress in the field of water- 
resources development has come in the past 20 years, anyone who wishes 
to view the subject objectively must recognize that this progress has 
come as the culmination of many years of careful legislative effort— 
much of this effort being the result of unfortunate experiences which 
saw the profligate use of our natural resources. 

To keep the problem in its true perspective, we should also recog- 
nize that even after the tremendous progress which has been made 
during the past half century in our water-resources development, as 
of the end of 1952 we had developed only 20 percent of our total hydro- 
electric power capacity. (See Federal Power Commission, Hydro- 
electric avant Resources of the United States, Developed and Un- 
developed, 1953, p. 17.) 

Rather than deriding the progress which has been made to date, we 
believe the acceleration which has taken place in the development of 
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our unharnessed water-power resources should be a source of pride to 
all Americans, and our objective should be to complete the job as 
rapidly as possible, rather than attempting to put the brakes on this 
program. Certainly we should take no satisfaction in the fact that 
many of our rivers continue to flow to the sea with their power poten- 
tial untapped, while at the same time we continue to burn up our irre- 
placeable supplies of fossil fuels. 

In the chart on page 5, we find the first of a series of misleading or 
inaccurate presentations. The title of the chart is “Location of Fed- 
eral Projects Involving Electric Power,” and the caption under the 
figure “1952” states, “There are 758 projects having a total capacity of 
68,971,550 kilowatts shown on this map.” These three statements, 
taken together, leave the reader with the distinct impression that the 
Federal power system has mushroomed from a dozen or so projects 
shown on the 1932 map to 758 projects in 1952. While the 1932 map 

shows only plants in service, it is only if one happens to read the fine 
print that he finds that the 1952 map shows not only plants in service 
but also plants under construction, authorized, approved, or proposed, 
or plants which have a penstock on a federally financed project. An 
accurate comparison between the 1932 and 1952 maps would have 
shown only projects in operation in 1952, and in this event rather than 
indicating 758 projects, only 68 would be shown, and rather than a 
capacity ‘of. 68,971,550 kilowatts being indicated, the correct figure 
would be 8,293,520 ite atts in service. (See FPC Report on Hydro- 
electric Power Resources of the United States, Developed and Unde- 
veloped, 1953, p. 94.) Even the addition of projects under construc- 
tion by the Feder al Government as of January 1, 1953, would have 
added only 37 projects, with a capacity of 5,768,850 kilowatts. The 
fact of the matter is that of the 21,463,872 kilowatts of hydroelectric 
power capacity in operation as of January 1, 1953, non-Federal sources 
had developed the major portion, or 13,170,352 kilowatts. 

A similar distortion of the extent of the Federal-power program 
appears in the chart on page 7, entitled “Growth of the F ederal Trans- 
mission Line Program. "The text under the chart shows 20.554 miles 
of transmission line for 1952, but the map itself pictures not only the 
20,554 miles in operation, but, we find from the small print, all of the 
proposed lines. A careful examination of the map leads me to believe 
that the dotted lines showing proposed transmission lines are more 
extensive than the solid lines showing transmission facilities con- 
structed and under construction. 

In connection with the construction of Government transmission 
lines, I am sure your subcommittee is well aware of the fact that hydro- 
electric power facilities, of necessity, often are built in rather remote 
areas and hence the construction of transmission lines is essential to 
bring the power to populous areas. For example, it was necessary to 
build transmission lines of some 300 miles in order to bring the Hoover 
Iam power to Los Angeles. 

Likewise, in order to provide the most efficient utilization of hydro- 
electric plants, it is desirable that they be interconnected with trans- 
mission facilities. For that reason, the very nature of hydroelectric 
power production requires more extensive transmission lines than is the 
ease with steam or internal combustion plants, which can be built in 
load centers. 
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In connection with the text material on the page opposite this chart, 
the statement is made that many of the Federal transmission lines 
“parallel and omits ate the facilities of existing suppliers.” The 
charge that these facilities duplicate facilities of existing suppliers is 
not substantiated. It is true that some Government lines 1 may parallel 
those of private power companies, but the paralleling of lines does not 
by any means indicate duplication. 

A clear and apt analogy is found in the case of highways. When a 
highway becomes c rowded, extra lanes are often added beside existing 
lanes. ‘This represents a paralleling of the existing road, but such a 
practice certainly is not duplication, for the additional Janes are 
needed to carry a heavier volume of traffic. 

The same is true in the case of transmission lines. A given line will 
carry so much capacity. When the load exceeds the capacity, a new 
line must be built. It may parallel the existing line, but this is not 
duplication. 

The chart on page 9, entitled “Federal Power Program Today” 
again gives a sharp distortion of the picture. This chart shows the 
Federal power program today as totaling 68,971,550 kilowatts. Actu 
ally, the Federal Power Commission report to which I have referred 
earlier shows (see p. 95) that only 8,293,520 kilowatts of capacity were 
in service in Federal power projects as of January 1, 1958, and that 
an additional 571,600 kilowatts were being installed in existing Fed- 
eral plants and 5,768,850 kilowatts were being installed in new plants 
under construction. 

Therefore, the total of the Federal power program, in service and 
under construction as of January 1, 1953, amounted to only 14,653,970 
kilowatts. It would be presumptuous of me, of course, to advise Mem- 
bers of Congress that appropriations are not always forthcoming for 
projects which are author ized; but even if one were to add authorized 
projects to the total of Federal projects in operation and under con- 
struction, the total of the Federal power program, as of January 1, 
1953, would be shown only as 24,733,320 kilowatts—this includes 
ultimate capacity of all Federal power projects in operation, as well as 
ultimate capacity of projects under construction and authorized. 

In reality, therefore, we find that the Federal power program as of 
January 1, 1953, consisted of only 24,733,320 kilowatts, rather than 
68,971,550 kilowatts, as shown on page 9 of the booklet. 

A picture of the Federal power program, in relationship to the 
entire electric industry, is given in the President’s Water Resources 
Policy Commission report of 1950. This report states as follows (see 


p. 240 of vol. I) : 


Privately owned electric utilities will be expected to play a major role in the 
future. As already noted, privately owned utility generating capacity today 
totals 53.5 million kilowatts as compared with 13.5 million kilowatts of publicly 
owned capacity. On the assumption that additional steam-generating capacity 
will be largely private, with hydroelectric development predominantly a public 
responsibility, the country’s power supply in 1970 would be furnished by about 
122 million kilowatts of private and 38 million of public capacity * * *. 


This estimate, by a responsible, independent Government commis- 
sion, that the public capacity would be 38 million kilowatts by 1970 
certainly is a far ery from the representation in the power comps anies’ 
booklet to the effect that the Federal power program in 1952 equaled 
68,971,550 kilowatts 
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Page 12 of the booklet contains this statement : 

The President’s Water Resources Policy Commission has estimated that the total 
cost of the nationwide Federal power program would be from 70 to 115 billion 
dollars. 

I have read carefully the chapter of the President’s Water Resources 
Policy Commission report dealing with hydroelectric power and I 
have been unable to find an estimate such as is referred to in this book- 
let. I believe the authors of the booklet should be asked to cite such a 
figure in the President's Water Resources Policy Commission report. 

I strongly suspect that this estimate is an invention of the authors 
of this booklet, for the reference to the source material appended 
to the booklet states, with reference to page 12: 

Future program estimated on basis of per-kilowatt construction costs of proj- 
ects completed or under construction as reported by Federal agencies. 

No specific indication is given as to the figures used by the authors 
of this booklet in computing per-kilow att construction costs of Fed- 
eral power projects, but FPC figures show the utter absurdity of the 
booklet’s estimate of the possible cost of the Federal power program. 

According to the FPC publication Statistics of Electric Utilities 
in the United States, 1953, Publicly Owned, the total gross electric 
plant of all Federal power projects (including the allocation to power 
of multiple- purpose features of Federal projects) totaled $2,290.- 

792,268. This gross plant covered 10,461,884 kilowatts of capacity. 
Sinnails arithmetic shows that the average cost . installed capacity, 
per kilowatt, for Federal power projects has been approximately 
$219 per kilowatt. By dividing $219 into $115 billion, we find that 
the expenditure of this sum of money would provide more than 525 
million kilowatts of capacity—or almost 5 times the FPC’s estimate 
of the Nation’s total hydroelectric power potential. Incidentally, 
that is also about five times the present capacity of our entire electrical 
industry capacity that was built up over a period of more than 70 years. 

We had always assumed that the FPC’s estimate of the Nation’s 
hydro potential was quite comprehensive, but apparently the authors 
of this booklet have discovered hydro potentialities far beyond the 
comprehension of the FPC experts. 

Our organization does not have ample staff to make a thorough 
study of the reasons for the alleged increases in costs of Federal 
power projects, as noted on pages 14 and 15. I am confident that a 
thorough study of the situation by your subcommittee and its staff 
would indicate many reasons for some of these increases. For ex- 
ample, it is obvious that the more than doubling of construction costs 
in the period from 1937 to 1952 has had a decided effect on the cost 
of Federal resource programs. Additionally, of course, it is entirely 
likely that new projects have been added since the original plan for 
the Central Valley project was formulated. 

In any event, I think it should be pointed out that increases in 
cost estimates are not necessarily unusual, even in connection with con- 
ventional steam-generating plants, which presumably do not present 
some of the uncertainties involved in construction of hydro facilities. 

An example of such an increase, and its effect on the cost of the 
Government’s purchase of power, is found in the Comptroller Gen- 
eral’s Report on Review of Atomic Energy Commission Contracts for 
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Electric Power--Part I—Ebasco Services, Inc., Performance at 
Joppa, Lll., Steam-Electric Station. 

This report by Comptroller General Joseph Campbell, dated March 
31, 1955, covers the work of Ebasco Services, Inc., as contractor for the 
construction of a steam-generating plant which Electric Energy, 
Inc., will operate in order to supply power to the Atomic Energy Com- 
mission’s installation at Paducah, Ky. The report points out that 
while a definitive contract was signed for $87 million— 

Ebasco progressively increased its construction-cost estimate for the first four 
units until April 19538, when it reported a cost estimate of $130 million for BEI. 
EEI immediately tool: over direct control of construction, and shortly thereafter 
terminated Ebasco’s construction services entirely. 

It is my understanding that Ebasco prepared the statistical infor- 
mation for the booklet now being reviewed ier your subcommittee, and 


for that reason, and because of the allegation made in the booklet 
about increases in the cost of Federal power projects, I believe it might 
be of interest to your subcommittee to quote a few paragr aphs as 
follows from the Comptroller General’s report on Ebasco’s perform- 
ance in connection with the EEI project: 


5. Ebasco, EEI, EEI’s consultants, and AEC have all issued reports which 
discuss Ebasco’s increases in its construction cost estimates. 

6. Based on our review, we are of the opinion that the basic reasons for the 
increases in Ebasco’s estimates are: 

(a) The original estimate was based on inadequate information. 
(6b) The labor problems encountered were greater than anticipated. 
(c) The management activities at the site were not adequately performed. 
The indicated cost of the Joppa administration building is $82 per square 
foot. We have been informed that a reasonable cost for an administration build- 
ing is $20 to $24 per square foot. 

8. The total increase in the estimated cost of the Joppa powerplant is $51 
million. Because of the nature of the open end cost-type contract, AEC will 
bear the major portion of this additional cost. The increase in AEC’s annual 
power costs estimated to result directly from the construction cost increase is 
$2.5 million, or $62.5 million over the 25-year life of the contract. 

9. It is EEI’s opinion that, as a result of Ebasco’s defective cost estimates, EET 
incurred excess financing costs of approximately $5 million because it was forced 
to borrow additional funds at a rate of interest which was the highest paid by 
any utility in a decade. 


The chart on page 17 fails to take into account the fact that (1) 
there is no single approved method of calculating cost allocations, and 
(2) the SP Ay i in making its cost allocations, used a method that was 
more nearly in conformity with the legislative history of the projects 
than did the Corps of Engineers. More complete details about this 
matter can be found in the heari ings conducted earlier this year by the 
Subcommittee on Rivers and Harbors and Flood Control of the Senate 
Public Works Committee on Southwestern power de velopment. 

Turning to the chart on page 19, one gets the impression from the 
map that most of the c ountry is being served by various Federal power 
agencies. This notion is not dispelled by the text on the opposite page, 
which states that— 
their [the Federal power agencies’] combined sphere of influence now covers 
more than three-quarters of the Nation. 

On the next page, the booklet takes a quite different approach. 
While on the preceding page the booklet attempts to show that the 
Federal power program blankets most of the country, the chart on 
page 21 shows clearly that 83.7 percent of the kilowatt-hour sales to 
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ultimate consumers are provided by the private power companies, while 

79.7 percent of the ultimate consumers are served by the privately 
owned utilities. These facts would hardly seem to square with the 
earlier statement that the Federal power agencies— 


combined sphere of influence now covers more than three-quarters of the Nation. 


The chart on page 23 is a prime example of the practice, frequently 
used in this booklet, of comparing apples and pears. The figure used 
for the investment of the private utilities as of 1952 is not far different 
from that given in the FPC volume, Statistics of the Electric Utility 
Industry, 1952, Privately Owned (FPC-S-103). The figure shown 
in the FPC report for electric utility plant is $22,966,950,000. 

The only valid comparison with that figure is the one given in the 
comparable FPC report on publicly owned utilities (FPC-S- ee 
This report shows that the total electric utility plant of the Federa 
power installations as of 1952 was $1,815,5 59,865. The figure : 
$5,049,000,000 given in the subject booklet is for appropriations, and 
probably includes appropriations for operations and maintenance, as 
well as appropriations for some of the nonpower features of hydro- 
electric power projects. 

However, irrespective of what is included in the booklet’s figure of 

$5,049,000,000, the only official, correct comparisons are between the 

privately owned utilities’ investment, as of 1952, of $22,966,950,000, 
and the Federal Government’s gross electric utility plant of $1,815,- 
559,865. 

The booklet does not stop with this bit of deception, though. It 
proceeds to compare the private utilities’ 1952 investment with the 
hypothetical investment in Federal power facilities for an unnamed 
number of years in the future, and for projects which have not even 
been authorized. 

The misleading nature of this chart is accented by the text material 
on the opposite page (p. 22). This material states that during the 
past 75 years, or up to 1952, the private power companies had invested 

$223), billion into generating plants, transmission lines, and distribu- 
tion ‘tac ilities. 

The booklet then continues as follows : 

However, the proposed Federal power program as it has been outlined during 
the past few years would obligate the spending of $32%4 billion or $10 billion 
more than the total investment of the private utilities. 

It is unclear to me as to what type of statistical sleight-of-hand is 
used to compare the investment to date in private power company 

facilities with the investment that might be required, over many years 
in the future, to complete a Federal power program which has not 
even obtained congressional authorization. 

If the authors of this booklet are going to discuss a future Federal 
power program—a future which, in fact, is beset with many uncer- 

tainties—then the least they can do for the sake of objective compari- 
son is to present some reasonable estimate of what their own future 
expansion program might be. 

In this connection—and I don’t presume to speak for them—it is 
interesting to note that during the period 1945-54, inclusive, the aver- 
age increase in electric-utility “plant of the private utilities was 9.2 per- 
cent perannum. If this average increase should continue to 1970, the 
private utilities’ plant would then ‘be valued at $111,505,118,000. 
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[f the private utilities are going to project their conception of the 
future of the Federal power program, it would seem that they might 
also show their own anticipated expansion program for the same 
period, rather than comparing their present, existing plant with a 
nebulous figure for a Federal power program that would certainly 
require many yeare to complete. 

The split personality of this report reappears on pages 24 and & 95. 
When the utilities want to throw a scare into people about the gar- 
gantuan meure of the Federal power program, they produce figures 
as to the presumed size of this program in an unnamed nu mber of 
years in the future. But when they attempt to show that they have 
always been ready, willing, and able to do the job themselves, then the y 
present figures showing their own investment in facilities over the 
past few years. 

After observing the situation from these two viewpoints, the ques- 
tion which should naturally be raised in the mind of an objective per- 
son is: How could the utilities afford to spend so much in recent years 
for new plant facilities if they are really being hurt by the Federal 
power program ? 

The answer, of course, is that the utilities are not being hurt by the 
Federal power program. They are flourishing today as never before 
in their history. For example, in the period from 1937—the earliest 
vear for which FPC data are available—to 1952, common-stock earn- 
ings of private power companies operating contiguous to TVA in- 
creased nearly fivefold, while total private electric-utility earnings 
doubled during that same period. 

In connection with the material on pages 26 and 27, may I call your 
subcommittee’s attention to the fact that the private utility companies 
have no monopoly on cost-consciousness. I would like to refer you 
to exhibit A, attached, which shows a comparison between TVA and 
the privately owned utilities in the cost of producing and marketing 
electric power. These figures are exclusive of taxes, both for the pub- 
licly and privately ow ned utilities. 

(T he exhibit above referred to is as follows :) 


Exnhistr A.—Cost of producing and marketing electric power—Mills per kilo- 
watt-hour of energy sold 


Privately | TVA area 
owned costs as 
| TVA area, | utilities in approximate 
fiscal vear United percent of 
| 1953 States, privately 
| current year owned 


1952 utilities 


| Mills | Mills | Percent 


Production expense a 23 4,8 | sO 
Transmission and distribution expense 9 1.8 50 
Customer account and collection expense i 2 6 46 
Sales promotion expense os 3 
Administration and general expense 7) 1.1 
Depreciation expense - . - ‘ a 1.4 15 

Total above expenses... ae 5.4 10.1 


Source: TVA—Facts About TVA Operations, 1955, p. 8. 


Mr. Rapin. The chart on page 29 is another example of comparing 
apples and pears. Surely the authors of this booklet were aware of 
the fact that Kerr Dam is essentially a run-of-the-river dam, while 





VS SS Veer “ 





INFLUENCE SECRETARY OF THE INTERIOR 277 





EFFORTS TO 











Hungry Horse provides 2,982,000 acre-feet of storage capacity. ‘This 
valuable storage capacity makes possible the addition of 625,000 kilo- 
watts of prime power capacity at downstream dams, including, in 
fact, 78,000 kilowatts of prime power at Kerr Dam itself‘ 

A true comparison between Kerr Dam and Hungry Horse therefore 
would show Kerr Dam with a total prime-power capacity of 146,000 
kilowatts and Hungry Horse with a capacity of 212,000 kilowatts of 
prune power at site, plus 628,000 kilowatts of downstream benefits, 
or a total of 840,000 kilowatts of prime power. Therefore, rather than 
having 214 times the capacity of Kerr Dam, Hungry Horse actually 
provides more than 6 times the capacity of Kerr Dam. 

As for the cost figures given in this chart, they, too, are not accurate. 
The cost of $103,500,000 shown for Hungry Horse Dam is a total cost 
figure. An accurate comparison of Hungry Horse with Kerr Dam 
would show only the allocation to power of Hungry Horse Dam. 
This allocation is $86,516,970. Thus, a correct comparison of the cost 
of Hungry Horse and Kerr Dam shows that Hungry Horse cost aimost 
$ times that of Kerr, rather than over 9 times. 

Moreover, when an allowance is made for the rise in the construction 
cost index during the period from 1938, when Kerr Dam was placed 
in Operation, to 1952, when Hungry Horse was placed in operation, 
it is clear that in reality the true difference in cost between the two 
projects is about 3.2 times, rather than almost 8 times. (‘The Engi- 
ueering News ahead otamsitiestiten index went up from 235 in 1938 to 
569 in 19% )2, or 242 percent. ) 

The tax arguments presented on pages 30 and 31 are misleading 
and represent a short-sighted attitude that does not take into account 
the true benefits of Federal power projects. 

In the first place, the statement on page 30 to the effect that the 
private utilities pay 25 cents out in taxes for every Sl in revenues 
misrepresents the picture. ‘The private power companies, unlike most 
businesses with respect to taxation, are essentially tax collectors. ‘They 
are permitted by the regulatory agencies to charge the cost of taxes 
as an operating expense, and they merely perform the role of collecting 
taxes for the Government. 

Secondly, as was pointed out in the dissent by Congressman Holli- 
field in the Hoover Commission Report on Water Resources and 
Power: 
Expanded use of electricity and regional economic development through low- 
cost power do not mean that the people of the region are carrying less than 
their share of the Federal tax burden. Rather they mean that the basis of tax- 
gathering has been shifted from electric utility operation to the expanded private 
enterprise which results from lower electric rates. This has been shown to be 
the case both in the TVA and Bonneville market areas. 

In the case of the Tennessee Valley— 


Mr. Holifield continued— 





figures have been repeatedly published in congressional reports showing that 
increased tax collections from the valley States are returning the Federal invest- 
ment over and over again. 

In 1933, the 7 Tennessee Valley States paid 3.4 percent of all individual income- 
tax revenues received by the Treasury. 

In 1953, the individual income-tax payers in those States paid 6.1 yee of 
the total national individual income-tax collections—an increase of 2.7 percent 
in the proportion of taxes paid out of the valley States. 
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The 6.1 percent of individual income taxes collected from the area in 1953 
was $2,200 million. At the pre-TVA rate of 3.4 percent the collections would 
have been only $1,200 million. 

The Nation gained $1 billion in income-tax collections from the Tennessee 
Valley States in 1953 alone as a result of the economic gains of that area follow- 
ing establishment of TVA. Over 20 years, the increased proportion of indi- 
vidual income-tax collections from the area has amounted to nearly $8 billion— 
many times the total Federal investment in all TVA facilities, which is also 
being fully repaid. 

This is the other side of the tax picture which the booklet fails to 
present. Another aspect of the tax picture which is absent from this 
booklet is the fact that the private power companies are benefiting 
tremendously from the receipt of accelerated tax-amortization cer- 
tificates. The FPC, in opinion No. 264, dated December 4, 1953, states 
that these certificates have— 
the precise effect of a grant by our Government to a certificate holder of an 
interest-free loan. 

While I do not have at hand the amount of those certificates which 
had been issued through 1952, which is the date of this booklet, it may 
be of interest to this subcommittee to know that from the beginning 
of the Korean war to date, a total of $4.744.125.566 in certificates had 
been granted by ODM to the electric industry, with $2,846,475,340 
eligible for rapid depreciation. By virtue of the fact that these cer- 
tificates have the effect of an interest-free loan, it has been estimated 
that the private utilities will realize benefits of $4,276,811,362 over a 
3314-year period, even after paying deferred taxes. 

The booklet concludes with several pages attempting to link public 
power with socialism. I have stated at. the outset of my testimony 
that the organization which I represent—and I personally—do not 
advocate the nationalization or socialization of the electric-power 
industry. We have never advocated such a policy, and I know of 
no responsible person in the public power field who does advocate 
such a program. 

However, the attempt in this booklet to link public power with 
socialism is not surprising. In 1950 the Electric Companies Adver- 
tising Program published a booklet which shows the real genesis of 
the private utilities’ socialism charge against public power. The 
booklet to which I have reference stated that in January 1949, the 
Opinion Research Corp. made a public-opinion poll which showed 
that as of 1949, 63 percent of the American people approved of TVA, 
while only 10 percent disapproved ; 27 percent had no opinion. 

On the other hand, the researchers found that only 10 percent of 
the American people thought that socialism was a good thing for the 
United States, while 69 percent felt that socialism was a bad thing: 
21 percent had no opinion. 

The booklet then stated as follows: 


From the preceding charts, it is apparent that to link our fight to the TVA 
question would run us into a lot of opposition, most of it based on lack of 
knowledge. But to link our fight to socialism is something else again. The 
people do not want socialism. 

We're on favorable ground there. ECAP advertising in magazines and on 
the radio will stress the fight against the socialistic state more in the future. 
It should be stressed, too, on the local level * * * in speeches, radio talks, inter-. 
views, and other public expressions of management opinion. 








— ee 
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In view of the above statement, it is not surprising that the power 
companies concluded their booklet with an attempt to brand public 
power with the socialism label. This the utilities have attempted to 
do to an increasing degree in their vast advertising campaign in 
recent years, and it is only logical that they should follow through 
the same type of charge in the subject booklet. 

The charge, however, has no more basis in fact that many of the 
figures and other presentations in this booklet, and is resented by the 
thousands of fine, patriotic Americans who are employed by public 
power systems and daily are performing an unselfish public service 
in a manner that has brought lower rates and more power to millions 
of Americans. 

With regard to the excerpt from the talk by John T. Kimball en- 
titled, “A Proposal for a National Power Policy,” the policy advo- 
cated in this talk would result in the virtual destruction of the entire 
Federal power program and the complete overthrow of the basic 
principles which have guided this program for the past half-century. 

The four methods of disposing of Federal power which are advo- 
cated at the opening of this excerpt are nothing more than a blueprint 
for assuring that the privately-owned power companies obtain a 
virtual monopoly over all of the power produced by the Federal Gov- 
ernment. Such a monopoly would result because the local public 
‘agencies and rural electric cooperatives generally are too small, or lack 
the necessary legal authority, to build the powerhouse at a Federal 
dam site or purchase power at the dam site. 

On the other hand, the methods of disposing of Federal power indi- 
eated in Mr. Kimball’s statement are practically tailor-made for the 
private power companies. 

It. is interesting to note that in connection with the first alternative 
mentioned, the Department of the Interior advocated a similar policy 
in connection with the Trinity River project in California. On July 
12, 1955, the then Secretary of the Interior, Douglas McKay, sent a 
letter to President Eisenhower (see H. Doc. 281, 84th Cong., Ist sess.., 
p. xi) recommending that legislation covering power development at 
this project be drawn “broad enough” to permit the Secretary of the 
Interior to negotiate an arrangement for the sale of falling water from 
this project. 

Two days later—on July 14, 1955—Assistant Secretary of Interior 
Fred Aandahl, testifying before a subcommittee of the Senate Interior 
Committee on H. R. 4663, also said that his Department recommended 
that falling water be sold at the Trinity project for production of 
power. (See p. 23 of hearings. ) 

An indication that this statement by Mr. Aandahl represented part 
of an overall policy is shown in the following question by Senator 
Anderson, chairman of the Subcommittee on Reclamation and Irriga- 
tion, and the reply by Mr. Aandahl. (See p. 28 of the hearings.) 

Senator ANDERSON. How many places in the United States has the Depart- 
ment of the Interior sold falling water on a large multiple-purpose project? 

Mr. AANDAHL. I don’t think there is any exact precedent for this arrange- 
ment, but it is one of the approaches to the overall partnership program that 
we are trying to develop... [Emphasis supplied. ] 

The policy advocated in paragraph (3) of Mr. Kimball’s statement 
is somewhat similar to that which had been proposed for some time 
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in connection with the marketing of power from the Clark Hill proj- 
ect on the Savannah River. In that case, a contract was proposed 
whereby the output of this project made available to the State of 
Georgia was to have been sold at the dam site to the Georgia Power 
Co., which in turn was to sell the power to the preference customers. 
As a result of the opposition of the preference customers and a ruling 
by Attorney General Brownell, this method of marketing the Clark 
Hill power was finally abandoned, and the preference rights of the 
rural electric cooperatives and municipalities were rec ognized. 

On page 2 of the excerpt from the Kimball statement, the abandon- 
ment. of the traditional “preference clause” in power and mar keting 
is openly advocated. As I have indicated earlier in my statement, the 
adoption of such a policy at the present time would be completely 
contrary to congressional policies which have been enunciated on 14 
different occasions, most recently in the present session of the Congress. 

The dropping of the preference clause, together with the institution 
of the policies advocated earlier in Mr. Kimball’s statement, would 
mean that the nonprofit public and cooperative agencies would receive 
practically none of the power developed through public investment 
from public resources. We cannot believe that this or any other Con- 
gress would countenance such a procedure. 

The last paragraph on page 2 of Mr. Kimball’s statement advocates 
that Federal power shall be ‘sold at prevailing prices for power in the 
area. This is, in effect, the “reverse yardstick,” and again is com- 
pletely contrary to public policy. To date, the Government has fol- 
lowed the policy of selling Federal power at the lowest possible rates, 
with these rates covering amortization, interest, and operation and 
maintenance. By following this procedure the Government has intro- 
duced a competitive pressure in the electric industry, resulting in the 
lowering of rates by the private power companies to meet the competi- 
tion of public power. 

This policy has been a healthy one for the electric consumers, the 
electric industry, and the Nation as a whole. It has resulted not only 
in lower rates, but greater usage of power. A graphic picture of the 
effectiveness of the “policy i is shown in a map depicting electric rates 
charged in various areas of the country. Such a map shows that elec- 
tric rates increase, like ripples in a pool, as the distance from a public 
power area increases. 

To now require that rates be set at prevailing levels of the private 
power companies would completely eliminate the healthy competitive 
pressure of public power, and would offer the private power companies 
little incentive to adopt more progressive rate schedules which encour- 
age the greater use of electricity. 

It is interesting to note that the raising of public power rates to a 
level more nearly : approximating those of private power companies was 
forecast, subsequent to Mr. Kimball’s statement, in a speech by —_ 
ant Secretary of the Interior Aandahl on September 29, 1953, at : 
meeting of the Missouri Basin Interagency Committee at Fargo, N. 
Dak. On that occasion, Mr. Aandahl made the following statements, 
both of which were underscored i in the official text released by the De- 
partment of the Interior 


Asa word of warning— 


Ir. Aandahl said— 
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I would like to forecast that, except in the high-fuel-cost areas, 5 years hence the 
spread in price between federally produced power, either from steam plants or 
otherwise, will be much less than it is at the present time. 

Mr. Aandahl then added the following : 

The availability of remaining power to nonpreference customers, together with 
prospective reduced differential in the price of Federal and locally produced power, 
should materially reduce the unfortunate pressure on local communities to estab- 


lish local public power entities just to make Federal hydropower available to 
themselves. 


In the last paragraph on page 2 of the excerpt from Mr. Kimball’s 
statement, the recommendation is made that there should be no recap- 
ture provisions in the sale of Federal power. 

A parallel to this policy is found in the Missouri Basin power 
marketing criteria announced by the then Secretary of the Interior 
McKay on September 15, 1953. These criteria, incidentally, con- 
tained a number of features which would have had the effect of making 
more Federal power available to the nonpreference customers and less 
to the preference customers. After vigorous protests by the prefer- 
ence agencies and an investigation by a Senate subcommittee, the cri- 
teria were modified considerably, including the provision covering the 
withdrawal clause. 

I have shown the above parallels between the policies advocated by 
Mr. Kimball and policies adopted by administrative action, in response 
to Mr. Chudoff’s request that I give your subcommittee my views “as 
to the extent to which the suggestions made in the documents have been 
put into effect by administrative action.” I have no evidence to mdi- 
cate that the Department of the Interior adopted these policies as a 
result of the Kimball statement, but the parallels exist, nonetheless. 

Pages 3, 4, and the first paragraph of page 5 of the excerpt from the 
Kimball statement spell out an elaborate means for the marketing of 
Federal power, giving the State regulatory agencies new authority in 
the disposition of such power. The procedures detailed by Mr. Kim- 
ball would tie the hands of the Federal Government in disposing of 
public property and would hamper the marketing of power in a man- 
ner that would bring about the most widespread use thereof at the 
lowest rates. The procedures also would again favor the private 
power companies in the disposition of Federal power. The measures 
advocated by Mr. Kimball in this section of his paper are so extreme 
and so cumbersome that I have never heard such proposals given seri- 
ous consideration and I doubt whether the Congress ever would. For 
that reason I see little need in discussing these proposals in greater 
detail at the present time. 

In the final paragraph of his statement, Mr. Kimball advocates the 
elimination of the recapture provision in connection with FPC licenses 
issued for private hydroelectric power projects. 

This policy, again, flies in the face of more than a half century of 
tradition in our resource-development policies. Almost from the be- 
ginning of the development of waterpower projects the Congress 
established the policy of limiting the term of years of licenses and 
permits to private companies. A waterpower resource is a public 
resource which the Government permits a private company to use in 
a manner that will safeguard the public interest. Such a grant or 
license, however, by no means gives a private developer a right in 
perpetuity. It was for this reason that the recapture clause was in- 
serted in the Federal Water Power Act of 1920. 
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Last year, a bill was introduced in the House, H. R. 7468, which 
would have the effect of eliminating the recapture clause in FPC 
licenses. ‘This bill was supported in testimony by private power com- 
panies and the National Association of Railroad and Utilities Com- 
missioners, but it has not been favorably reported by the House Inter- 
state and Foreign Commerce Committee, to which the bill was re- 
ferred. 

Meanwhile, however, it is our understanding that the FPC, in acting 
last year on the amendment to licenses requested by the Montana Power 
Co., renewed such licenses for a 50-year period. We strongly recom- 
mend that your subcommittee inv estigate this situation to determine 
whether or not the FPC has been circumventing the recapture provi- 
sions of the Federal Power Act by making long- term renewals of 
licenses through the device of approving minor amendments that are 
proposed as the initial license period nears expiration, 

To summarize, it is clear from the facts given above that the subject 
booklet contains many misleading and distorted figures and state- 
ments. It is deceptive and is clearly designed to discredit the Fed- 
eral power program. 

The policies advocated in this booklet and the accompanying paper 
by Mr. Kimball would wreck the Federal power program, or trans- 
figure it in such a manner that it would no longer serve the public 
welfare, but would become the servant of the private power companies. 

Such benefits as might be achieved from public power projects 
would no longer be passed along to the c as is done under 
long- established congressional polic ies—but would be diverted to the 
private utility companies. 

To place the Federal power program in its proper perspective, we 
should recognize the fact that as of today the Federal Government 
has only 13. 3 percent of the Nation’s power-producing capacity, Elee- 
trical World, an industry trade magazine, has estimated (see issue of 
September 19, 1955, p. 144) that by 1965 the entire electric industry 
would require an installed capacity of 232 million kilowatts. 

If through some “crash” program all present and authorized Fed- 

eral projects were completed by 1965, the Federal power program 
anal still represent less than 15 percent of the Nation’s total power 

sapacity. 

In fact, even if Hells Canyon were added, it would still be less than 
15 percent. 

In view of the Nation’s ever-expanding requirements for power, 
we do not believe that we can afford to relax in our natural resource 
development programs. 

Rather than slowing down or halting these programs, we should 
take every oppor tunity | to bring about the most r apid: utilization of our 
waterpower resources in a manner that will bring about the most 
widespread benefits. 

Such a program cannot be accomplished under the policies advo- 

eated in the booklet and the accompanying document now being studied 

by your subcommittee. This program can be accomplished only by 
faithfully following the carefully established congressional policies 
which have been enacted over a period of many years. 

Thank you for this opportunity to present the views of our 
organization. 
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Mr. Cuuporr. Mr. Romney, do you have any questions 4 

Mr. Romney. Just 1 or 2 technical points, Mr. Chairman. Mr. 
Radin, would you identify this copy of the booklet which I hand you by 
reading the title and by reading the inside of the cover? 

Mr. Rapry. The title is “The Federal Power Program, Its Back- 
ground, Growth, and Consequences.” 

The principal investor-owned power companies serving the Rocky Mountain 
area have prepared this booklet of factual information with the thought that 
it will be useful to the Secretary of the Interior and his Department. 

Mr. Romney. Mr. Radin, is that the booklet to which your remarks 
were addressed? I ack you this to identify this as the first printing of 
the booklet as contrasted with the second printing in which there were 
some few changes made. 

Mr. Raprn. It has the identical title; and, although I have not ex- 
amined it carefully, it appears to be exactly the same booklet. 

Mr. Romney. For further identification, you referred in the latter 
part of your remarks to a document which is entitled “Excerpt From a 
Talk by John T. Kimball.” Would you identify this document as 
being the document to which your remarks were addressed 2 

Mr. Rapry. That appears to be the same document; yes. I think 
the pagination is not exactly the same as I had it but it 1s the same 
document. 

Mr. Romney. Would you read the heading ? 

Mr. Rapin (reading) 

Excerpt from talk by John T. Kimball, December 1, 1952, a proposal for a 
national power policy. 

Mr. Romney. I have no other questions. 

Mr. Cuuporr. Mr. Jonas, do you have any questions ? 

Mr. Jonas. Yes, I have a few. May I see that power report ? 

Mr. Radin, you are the head of the Washington office of your 
organization / 

Mr. Rapin. Yes, Iam. 

Mr. Jonas. How big a staff do you have here in Washington ? 

Mr. Rapin. We have a total of nine persons including secretarial 
help. 

Mr. Jonas. Do you have branch offices ? 

Mr. Rapin. No, we do not. 

Mr. Jonas. I thought you had a Portland office. 

Mr. Rapin. No, sir; we do not. 

Mr. Jonas. Who is that man we had as a witness? 

Mr. Rapin. Gus Norwood. Mr. Norwood is the executive secretary 
of the Northwest Public Power Association. They are affiliated with 
us. I might point out they pay us $50 a year as an affiliate member, 
but they are not a part of our organization. 

Mr. Jonas. They are not a part of the American Public Power 
Association ? 

Mr. Rapin. They are affiliated with us but they are not under our 
control in any sense. 

Mr. Jonas. The American Public Power Association of which you 
are general manager—— E 

Mr. Rapin. Yes. 

Mr. Jonas. Consists of only one office and that is the one in Wash- 
ington to which you have referred ? 

82402—56——19 
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Mr. Rapin. That is correct. 

Mr. Jonas. How many other public-power associations are there 
in the United States affiliated with your organization ? 

Mr. Ranrn. I believe we have roughly about 18. They are mainly 
organizations of municipally owned “utilities i in various States, prac- 
tically all of —— predated the formation of our organization. 

Mr. Jonas. I do not want to be curt with you. I am going to ask 
you a lot of questions, sir; and, if you would try to just. answer my 
questions and not debate the question with me, I would appreciate 
it in the interest of time. 

Mr. Rapin. I was just trying to answer fully. 

Mr. Jonas. There are 18, say, in the United States ? 

Mr. Raprn. Yes. 

Mr. Jonas. They are located where ? 

Mr. Raprn. I don’t have one of our letterheads. Let’s see how 
many I can remember from memory: The Tennessee Valley Public 
Power Association is affiliated with us; Northwest Public Power As- 
sociation; municipal utility organizations in New York State, Penn- 
sylvania, Nebraska, Missouri, California. 

Mr. Jonas. That is all right, I do not care to have them named. 
Is it a general distribution about the country, in every section of 
the country ? 

Mr. Raptn. Yes. 

Mr. Jonas. North, south, east, and west ? 

Mr. Raptn. I think that is generally true; yes, sir. 

Mr. Jonas. You would say you pretty well blanket the United 
States ? 

Mr. Raptn. I do not know whether I would use the word “blanket.” 

Mr. Jonas. You go from Portland, Oreg., or Washington in the 
Northwest to the Southwest in California to the Southeast and to the 
Northeast and then crisscross the country, don’t you ? 

Mr. Raprn. Yes; but I would think of blanketing as being some- 
thing that is rather all-inclusive and this is cert: inly 1 not all-inclusive. 

Mr. Jonas. Are all of these groups engaged in the same sort of 
activity you are ? 

Mr. Raptn. No; I would not say so. Most of them have no staffs 
whatsoever. As I recall, only 2 of our affiliates, only 2 of the munici- 
pal organizations affiliated with us, have any paid personnel what- 
soever. The others are organizations of municipal utilities that meet 
about once a year, or so. 

Mr. Jonas. Those that do maintain regular offices and staffs, do 
they get out material for public consumption, information ? 

Mr. Raprn. I believe the one in the Tennessee Valley area does occa- 
sionally, Congressman Jonas, but that is the only one that T know of. 

Mr. Jonas. Couldn’t you leave out that word “occasionally” and be 
factual, considering the mass of material I get from them? I seem to 
think they are pretty active, pretty well on the job. 

Mr. Raprn. I do not want to be argumentative, Congressman, but 
there are two organizations in the Tennessee Valley area: The Ten- 
nessee Valley Public Power Association, which is an organization 
of distributors of power which is affiliated with us; then there is also 
the Citizens for TVA, which is an organization of individuals who 
are power consumers. 
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Some of the material which you receive very likely comes from the 
Citizens for TV A, which has no connection with us. 

Mr. Jonas. Do you prepare information and give it general dis- 
tribution, bearing upon your point of view or in support of your point 
of view with respect to public power ! 

Mr. Rapin. How would you define general distribution, sir? 

Mr. Jonas. Well, suppose you describe how you do distribute it. 
I know you get out a lot of propaganda. 

Mr. Ravin. That is your definition, sir. We put out a magazine 
which presents our viewpoint, I will grant you that. 

Mr. Jonas. That is propaganda, is it not ! 

Mr. Rapin. I think propaganda has the connotation of being not 
factual, and we try to be as factual as possible. 

Mr. Jonas. That may be the technical definition of the word. That 
is not the one I had in mind. What I mean is you do disseminate 
material in an effort to persuade the readers to accept your viewpoint 
on public power ¢ 

-Mr. Rapin. We publish a magazine monthly which has a circulation 
of, roughly, about 14,000 copies. That magazine goes almost entirely 
to officials of more than 2 000 municipally owned utilities that are 

scattered throughout the country, and it goes to officials of rural 
electric cooper atives and other local public agencies. 

Mr. Jonas. Don’t Members of C ongress receive it ? 

Mr. Rapin. And we also send it to Members of Congress; yes, sir. 

Mr. Jonas. That is gratuitous. We don’t subscribe. You send it 
to us free of charge ? 

Mr. Rapin. That is right. 

Mr. Jonas. The others to whom you send it subscribe and pay for it ? 

Mr. Rapin. No. As a matter of fact, most of our circulation is 
unpaid, for the reason that we try to support our magazine through 
advertising; and in order to build up as much circulation as possible 
for advertisers, we send the magazine gratis to all the municipally 
owned utilities and cooperatives in the country. It is what is called 
a controlled circulation magazine, which is a rather common type of 
publication. 

Mr. Jonas. I am a Member of Congress and you send it tome. I 
never ordered it from you. Why did you send it to me? 

Mr. Rapin. We send it to all Members of Congress bec: 

Mr. Jonas. I mean why ? 

Mr. Rapin. Because we would like you to know of our viewpoint. 

Mr. Jonas. That is right. You would like to influence the view- 
point of Members of Congress; wouldn’t you? 

Mr. Rapin. We would ‘hope that they would see things our way; yes, 
sir. 

Mr. Jonas. You would call that a mild form of lobbying; wouldn’t 
you? 

Mr. Rapin. Well, that is not my personal definition of lobbying; no. 

Mr. Jonas. Youarea registered lobbyist, as a matter of fact ? 

Mr. Rapin. Yes, I am personally registered as a lobbyist; that is 
right. 

“Mr. Jonas. And lobbying is not illegal ? 

Mr. Rapin. No, sir. 

Mr. Jonas. They are recognized in this country ? 

Mr. Rapin. They seem to be quite common. 
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Mr. Jonas. Do you send any other officials of the Government this 
magazine, monthly magazine ? 

Mr. Rapry. We send it to officials of Federal power agencies. 

Mr. Jonas. You mean like the Administrator of the Southwestern 
Power Administration ? 

Mr. Rapry. That is right. 

Mr. Jonas. All administrators of Federal power projects? 

Mr. Rapin. That is right; and to the Secretary of the Interior. 

Mr. Jonas. You don’t mean you send it to the Department of the 
Interior? 

Mr. Raprn. Oh, yes. It is a public document. 

Mr. Jonas. Didn’t you know that is what we are investigating, the 
right of people to send material to the Secretary of the Interior 
bear ing on this question ? 

Mr. Rapry. I think I made it clear at the outset that I supported that 
right. 

“Mr. Crvporr. Mr. Jonas, why don’t we keep the record straight? 
I don’t think we are investigating people sending material to the De- 
partment of the Interior. 

Mr. Jonas. Do you have any samples of this monthly magazine 
with you that you might put in the record or have displayed ? 

Mr. Raptn. I have 1 copy here that I brought along because it has 
an article that I thought might possibly have some material in it 
that would be helpful to me in answering questions. This magazine 
is considerably larger than our normal issue because it covers our 
annual convention. The magazine is normally about 32 pages. 

Mr. Cuvporr. Mr. Jonas, I would just like to interrupt 3 you at this 
point. When the Department of the Interior or anybody receives this, 
this isa publication called Public Power, Official Publication of the 
American Public Power Association. 

This booklet is called The Federal Power Program, its Background, 
Growth and Consequences. Its publishers are not identified by name. 
It just says: 

The principal investor-owned power companies serving the Rocky Mountain 
area have prepared this booklet * * * 

It does not even name the people who put it out. 

Mr. Jonas. We know who put it out. They admitted it. 

Mr. Cuuporr. They admitted they put it out because we brought 
them in here for this investigation. 

Mr. Jonas. What are you ‘making that comment for? It is already 
in the record a dozen times. 

Mr. Cuuporr. I am trying to show you the difference between the 
2 booklets. 

Mr. Jonas. I thought you did not want to have an argument in here. 
You wanted to reserve that for the executive session. Do you want me 
to question this man or do you want us to debate ? 

Mr. Cuvporr. Mr. Jonas, I promise you I won’t interrupt you from 
now on. You finish your line of questioning. If I have anything to 
ask the witness I will wait until you get finished. 

Mr. Jona ,s. You put out this magazine each month? 

Mr. Raprin. Yes, sir; we do. 

Mr. Tow. 4s. What else do you get out in the way of written material ? 

Mr. Rapry. We pit out a weekly newsletter that goes to our mem- 
ber systems. It isa mimeographed newsletter. 
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Mr. Jonas. Anything else? 

Mr. Rapin. Yes. About a year ago we inaugurated what is called an 
atomic energy service, through which we attempt to keep our members 
informed about all developments in the field of atomic power 

We regard atomic power as very important to the future of electric 
utilities, “and we now put out an Atomic Power Newsletter that goes 
to those of our members who wish to subscribe to it. 

Mr. Jonas. Anything else? 

Mr. Rapin. Those are the only regular publications. We put out 
certain reports for our members, studies and material of that nature. 
Mr. Jonas. Do you do any advertising in national magazines? 

Mr. Ravn. No, sir; we have never placed an ad in any national 
magazine. 

Mr. Jonas. Do you do any radio work ? 

Mr. Rapin. No, sir; we have never. 

Mr. Jonas. You don’t sponsor a program of that sort? 

Mr. Rapin. No, sir. 

Mr. Jonas. Do any of your member organizations sponsor things 
of that sort ? 

Mr. Rapin. They may possibly, but it is on a very limited extent; 

and, so far as I know, it is all in the field of load promotion. 

Mr. Jonas. In any of the material that you get out, Mr. Radin, do 
you encourage your members or your readers to support matters of 
legislation pending in C ongress, or things of that sort ? 

‘Mr. Ravi. Mr. Jonas, at our annual conventions we adopt resolu- 
tions stating a point of view. When legislation in connection with 
those resolutions is before Congress, we keep our members informed 
about it; and naturally we would like them to do whatever they can to 
support the point of view expressed by the national organization. 

Mr. Jonas. For example, you are very strong in your advocacy of 
the high dam, so-called high dam for Hells Canyon ? 

Mr. Rapry. Yes, sir; we were. 

Mr. Jonas. Did you undertake to develop any sentiment in favor 
of that about the country ? 

Mr. Rant. I believe, and I am quite sure I am correct in this, I 
sent one memorandum to all of our members shortly before the bill 

came to a vote in the Senate, indic ng that the bill was coming 

before the Senate and giving a table showing the relative benefits 
from the high dam and th ie three low dams. I do not recall if I actu: ully 
suggested that they write to the Members of the Senate or not, but 
I would think it would be fair to say that that was the implication 
of the memorandum. 

Mr. Jonas. Asa matter of fact, you listed the members of the com- 
mittee, didn’t you, in one of your public ‘ations ? 

Mr. Raptx. Which committee is that ? 

Mr. Jonas. Well. the Senate committee that had the bill. 

Mr. Rapin. The Hells Canyon bill ? 

Mr. Jonas. Yes. 

Mr. Rapin. I don’t recall. 

Mr. Jonas. Have you listed the House committee members in any 
of your material you sent out ? 

Mr. Rapin. On Hells Canyon ? 

Mr. Jonas. On Hells Canyon. 
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Mr. Rapin. Not that I have a recollection of, Mr. Jonas. 

Mr. Jonas. You would say that any implication then in the ma- 
terial that you expected local people to get in touch with their Con- 
gressmen or Senators was an implication that could be drawn from 
it without a direct suggestion ? 

Mr. Rapin. I would have to review it to see whether I directly 
suggested itor not. I want to be as accurate as possible. 

Mr. Jonas. I am not trying to trick you or trap you either. All I 
want to know is whether you as an association advocated and dis- 
seminated literature in support of the position you took on the Hells 
Canyon matter ? 

Mr. Raprin. Yes, we did. 

Mr. Jonas. You know that one of the things we are supposed to be 
investigating is whether the private power companies have under- 
taken to control or dominate the political life of the Nation. You 
would have to confess that you have engaged a little in that effort too, 
would you not? 

Mr. Ravn. I don’t want to give a speech, Congressman Jonas; but 
I would say that whatever we do is miniscule by comparison with 
what the private power companies do. 

Mr. Jonas. I understand that, but you do admit that you engage 
in that to what you say is a limited extent ? 

Mr. Rapin. Yes. 

Mr. Jonas. In comparison with the private utilities. You are both 
trying to develop public sentiment for the position you take; is that 
not true? 

Mr. Rapin. That is correct. 

Mr. Jonas. In every legitimate way ? 

Mr. Rapin. That is correct. 

Mr. Jonas. At least every way you use vou consider to be legitimate 
and open and above board, and you have never made any attempt to 
conceal it ? 

Mr. Rapin. That is correct. I might say, Congressman, that all the 
members of our association are local public agencies and operate lo- 
cally ina “fish bowl.” Wetry todothe same thing. 

Mr. Jonas. Now prior to the change of administration in 1953, were 
you connected with this same organization ? 

Mr. Rapin. Yes, I was. 

Mr. JoNas. Have you ever communicated personally—did you ever 
call at the Department of the Interior on any Secretary or Assistant 
Secretary in this administration or former administrations to discuss 
power problems ? 

Mr. Raptn. Oh, yes, in both administrations. 

Mr. Jonas. You have been welcomed by both groups, I mean the 
Secretaries in both administrations, this one and the prior one? 

Mr. Rapin. Yes, I have had appointments in both administrations. 

Mr. Jonas. In the first several pages of your statement, I was im- 
pressed by your very interesting references to the development of our 
national resources, to all of which I subscribe and agree. You referred 
then to the TVA as an example of public development of a great nat- 
ural resource. 

How can you square your comments and your arguments in support 
of that with the fact that when TVA finishes its present program, 
which is imminent, it will be producing 70 percent of all of its energy 
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from steam and not from water? You would not say that steam- 
generated power is the development of a natural resource, would 
you? 

Mr. Rapry. Mr. Jonas, an important event occurred after the TVA 
had been in operation for some time which radically changed the 
nature of TVA. That event was the decision of the Federal Govern- 
ment, and I presume the Congress itself, to locate a great many national 
defense installations in the TVA area, notably atomic-energy installa- 
tions, the Air Force wind tunnel testing station at Tullahoma, and 
many others. 

As I recall, by 1958 or so, more than 50 percent of TV A’s power will 
be required for Federal Government installations, and I think the 
major part of TVA’s steam-generating capacity wili be required to 
serve the Government’s own needs. 

Mr. Jonas. Oh, that is not in response to my question. I asked you 
if you thought a power program of which 70 percent was steam and 
only 30 from water, whether that would be in accordance with your 
definition of the development of a natural resource. There is not any 
relationship between a natural resource and steam power; is there? 

Mr. Rapin. Well, I did not say, or I hope I did not leave the impli- 
cation, and I hope you do not leave the implication in your statement, 
that TVA’s power program is the only part of the resource program 
that TVA is engaged in. 

Power is part of TVA’s operation. As part of its power program 
TVA at an early point was authorized by Congress to buy out the pri- 
vately owned power companies, and assumed a utility responsibility in 
that area. Once having assumed that responsibility, TVA has no 
alternative, as I see it, but to provide the power needs of the area. 

Mr. Jonas. That still is not in response to my question but we will 
move on. As a matter of fact, that is a favorite expression of my 
friends from Tennessee and other States surrounding the area, that 
the Federal Government assumed the utility responsibility. 

Do you mean by that that the Federal Government assumed the 
responsibility of providing for the future needs of the entire area 
served by TVA, whatever those needs may be, it is the responsibility 
of the Federal Government to provide them. 

Mr. Rapin. That is my interpretation of what happened when the 
Congress authorized money for TVA to purchase the privately owned 
power companies in that area. The TVA assumed the responsibility 
which had previously been vested in the private power companies of 
that area. 

Mr. Jonas. Well, when you say “assumed the utility responsibility,” 
I do not know exactly how it would be determined whether that is true 
ornot. All that happened was that the Federal Government and TVA 
caused the sale or negotiated the sale of the Commonwealth & South- 
ern properties to TVA. Now, can you point to any provision in the 
statute which says directly or impliedly that hereafter the Federal 
Government assumes the responsibility of putting up the money to 
furnish the valley with all of the power needs it may have? 

Mr. Rapin. I am sorry, Congressman; I don’t have a copy of the 
TVA Act with me. I would be glad to search it. 

Mr. Jonas. Do you think there is anything in there that says that? 
I am sure you have read it many times. 
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Mr. Rapin. I have not read it as often as you think, Congressman. 

Mr. Jonas. Well, as a matter of fact you know that a good part of 
the power that goes into TVA area is furnished by private utilities 
right now ; don’t you? 

Mr. Rapin. Some portion, yes; but TVA still has the basic respon- 
sibility to serve its distributors. The responsibility rests with TVA 
and not with the private utilities. 

Mr. Jonas. And you would say then, and I won’t argue with you, 
you would say that that respons sibility is a continuing one; whatever 
the future needs of the area are, it is the responsibility of the Federal 
Government to prov ide the facilities ¢ 

Mr. ‘DIN. That is my interpretation, Congressman. 

Mr. Jonas. Now, you said that with the advent of the war, great 
installations were built in the TVA area by the Government 

Mr. Rapin. Yes. 

Mr. Jonas. I think that is undoubtedly true. Do you know what 
amount in dollars the Government spent in that area, how extensive 
those installations are? We all know about Oak Ridge and Tulla- 
homa. It would be hard to estimate the value unless you happened to 
know the figures. 

Mr. Rapin. No;ITamsorry. Ido not. 

Mr. Jonas. You have attr ibuted in your statement all of the prog- 
ress that has been made in the TVA area to this public power 
development since it began. Now, wouldn't you say that some of this 
increase in proportion of income taxes paid to the Federal Government 
by residents and corporations in Tennessee has been the result not 
necessarily of the public power that was available but the result of 
the Government having located in that area all these vast installations 
and the spending of billions of dollars building them and bringing 
people in there to live, work, and receive incomes who n: aturally would 
pay taxes to the Federal Government? You could not attribute 
it all to the fact that it is a public-power area; could you? 

Mr. Rapry. Mr. Jonas, I do not know what the situation is with 
respect to all of the Government agencies that located in the Ten- 
nessee Valley area; but I think the record is rather clear that the 
reason the major Government installations were located in the Ten- 
nessee Valley area was that there was power available there. If the 
power had not been available there, the Government never would have 
invested in those facilities. 

Mr. Jonas. Now, Mr. Radin, you are very familiar with this subject ; 
and I am going to ask you questions that may sound like I am cross- 
examining you; but I am not. 

Don’t you know that TVA did not have the power for Oak Ridge 
and that the Government after it located the plant at Oak Ridge 
had to build a steam plant to supply the Oak Ridge plant with power, 
and it did not get it from the waterpower of TVA at all? Don’t you 
know that is true ? 

Mr. Rapin. Mr. Jonas, I do not know that to be true. I know that 
there was a steam plant built there, but my recollection is that the 
e incipal reason why the Atomic E nergy Commission installation was 
ocated at Oak Ridge was because of the power facilities, and I have 
seen a rather thoroughly documented statement to that effect which 
I will be glad to try to search for and make available to the subecom- 
mittee if it is your wish that I do so. 
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Mr. Jonas. May I suggest that you take a look at the testimony 


before the House Committee on Appropriations, Independent Offices 


Subcommittee of 1954, and read the testimony of many witnesses to 
the effect that that was not the reason Oak Ridge installation was 
located there, that the power was not available, that the Government 
had to build steam installations to provide the power, and that the 
main reason it was located there was the mountain to the east, the 
desirability of the location, and all of those other things. You have 
not read that neemeny ? 

Mr. Raprn. No, sir; Iam not familiar with that. 

Mr. Jonas. And it is a fact, you know this, that during the war 
TVA plus the steam plant was not able to furnish all the power they 
needed so that the power companies in my State, in Virginia and else- 
where, furnished some of the power that was used at Oak Ridge to 
supplement that developed by the steam plant. 

Mr. Rapry. That is possible. There is a certain amount of inter- 
change of power between TVA and neighboring power companies. 

Mr. Jonas. I did not mean to go too far into the TVA thing. I just 
wanted to make that observation, that throughout the first part of 
your statement you talk about the importance of the development of 
these great natural resources, the harnessing of our rivers and the 
water power that could be produced from them. 

Now, I wanted to see if you would say that that is the situation that 
applies only to hydro power and does not apply to steam-generated 
power at all, and that when steam generation enters the picture, we 
no longer have a question of the development of a natural resource 
because you can build a steam plant out here and use coal, 

Mr. Rapin. Only to this extent, Mr. Jonas. It has been shown, I 
think rather conclusively, that steam facilities can be very important 
in firming up hydro resources. 

Mr. Jonas. Oh, yes 

Mr. Rapin. And making them much more valuable. 

Mr. Jonas. I understand that. 

Do you contend that wherever the Government builds a multipur- 
pose dam for navigation, flood control, and for the development of the 
surplus power, that it not only should sell the power produced as an 
incident to that development to the preference customers, but that 
the Government should also build steam generation to firm up that 
power? 

Mr. Rapin. Not necessarily, Mr. Jonas. There may be occasions 
when the Government could make equitable arrangements with local 
public agencies or other groups that would provide fair benefits, but 
that is something that has to be looked at case by case. 

Mr. Jonas. In the absence of bei ing able to buy power, firming up 
power from a private utility that is in existence, you would say that 
you believe the Government should build steam generation ? 

Mr. Rapry. You say in the absence of being able to buy it? 

Mr. Jonas. Yes. 

Mr. Rapry. I think it would be wise for the Government to do so 
if it is economically feasible. 

Mr. Jonas. And in your advocacy of—I am not quarreling with you 
about it—the preference clause, do you maintain that it is a respon- 
sibility of the Federal Government to take the power to him or else 
provide equitable wheeling arrangements with existing suppliers? 
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Mr. Rapin. Yes. 


Mr. Jonas. But you would not say in every case that you would rec- 


ommend or advocate that the Federal Government should obligate 
itself to provide steam generation ? 

Mr. Rapin. In every case? 

Mr. Jonas. Yes. 

Mr. Raprn. No; I do not. 


Mr. Jonas. Each case should be considered on its own merits ? 


Mr. Rapin. Yes; that is right. 

Mr. Jonas. In view of the circumstances surrounding that particu- 
lar case ? 

Mr. Rapin. That is correct. 

Mr. Jonas. On page 9 of your testimony, sir, you give an estimate 
there. You quote from the FPC. 

Mr. Cuvuporr. What page is that ? 

Mr. Jonas. Page 9, the statement that 38 million kilowatts of 

capacity by 1970. 

Mr. Rapin. That particular reference is from the report of the 
President’s Water Resources Policy Commission. 

I think the subsequent statements are attributed to the Federal 
Power Commission. 

Mr. Jonas. Anyway you consider it a reliable source? 

Mr. Rapin. Yes. 

Mr. Jonas. You said it is responsible? 

Mr. Rapin. Yes. 

Mr. Jonas. I mean you rely on their figures? 

Mr. Rapin. Yes. 

Mr. Jonas. You accept it as a true statement ? 

Mr. Rapin. Yes. 

Mr. Jonas. The estimated capacity by 1970 will be 38 million? 

Mr. Rapin. Yes. 

Mr. Jonas. Then you use that in your criticism of the table on page 

9 in the booklet, and I call your attention to the fact that the 38 million 
kilowatts you quoted on page 9 of your statement is very close to the 
39,699,925 kilowatts as shown on page 9 of the booklet as approved or 
proposed; you say by 1970 we should have the 38 million, and of 
course they don’t say when the 39,699,925 will be in production, but 
that is not a wide difference; is it? 

Mr. Rapin. I think there is a very basic difference, Mr. Jonas. The 
38 million is an estimate of the total amount of sapacity that would 
be in existence by 1970 including what is already in being at the pres- 
ent time; whereas this 39 million is an amount superimposed on these 
three lower blocks consisting of 9.7 million, 10.7 million, and 8.7 
million. 

I think there is a very big difference. The 38 million includes both 
existing and planned, whereas this 39 million on page 9 is all approved 
or proposed. 

Mr. Jonas. Well, if you add the 39 and the 8 and the 10 and the 9 you 
get what ? 

Mr. Raprn. 68,971,000; it is the total at the top of the chart there, 
Mr. Jonas. 

What I was doing was comparing the 68 million which they repre- 
sent as the Federal power program today, with the 38 million total 
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in being which the Water Resources Policy Commission estimates as 
public capacity by 1970. 

Mr. Jonas. Which would be what—15 years from now, 14 years? 

That is around 14 years, but they do not have any time limit on 
theirs. You admit 38 million kilowatts by 1970, and they estimate 68 
million approved or proposed, which is, I will admit, a very elastic 
term, “proposed”; but I didn’t think there was such a wide difference 
in those two. 

Mr, Ravin. Mr. Jonas, I would regard it as being quite a wide differ- 
ence between 38 million and 68 million. 

Mr. Jonas. Yes; but they do not say by 1970. In your table you 
only stop with what is proposed to be in place and in operation by 1970. 
You don’t have a figure for 2000 ? 

Mr. Rapin. But 1 call your attention again, Mr. Jonas, to the fact 
that they label this as “Federal Power Program Today.” The impli- 

vation is that all of this is part of the program today, that is in being 
today. 

Mr. Jonas. And your point is that you don’t think that much is in 
prospect ¢ 

Mr. Rapin. Certainly not. My personal opinion is that the Water 
Resources Policy Commission report may be slightly on the high side 
in that 38 million estimate; but in any event, as I pointed out in my 
testimony, the total amount of Federal power capacity in being today 

lus authorized, at least as of January 1, 1953, was about 24 million 
retro 

Mr. Jonas. Turn to page 11 of your statement, please ? 

Mr. Rapin. Of my statement ? 

Mr. Jonas. Yes, sir. You start out on the second paragraph and 
you say: 

It is my understanding that Ebasco prepared the statistical information. 


Where did you get that understanding ? 

Mr. Rapin. I believe that came out during the course of the hearings 
here. 

Mr. Jonas. You have been following the hearings? 

Mr. Rapin. Just in a secondhand sort of way. 

Mr. Jonas. You are very critical of Ebasco throughout your 
statement. 

Mr. Rapin. Mr. Jonas, I am quoting from the statement of the 
Comptroller General. I am also criticizing the figures which I pre- 
sume they prepared for this booklet. 

Mr, Jonas. You don’t have any independent knowledge of the abil- 
ity of the firm ? 

Mr. Rapin. No. I do not question their integrity or anything like 
that. 

Mr. Jonas. Would you say the firm has a good reputation in the 
field of public utility and private utility management, services, and so 
forth? 

Mr. Rapin. I frankly would just hate to pass judgment on them one 

yay or another. I do know that in connection with this Joppa plant, 
the Comptroller General himself has pointed out that their perform- 
ance was not good, and beyond that, my understanding is that the 
contractor or the owner of the plant, Electric Energy, Inc., canceled 
their contract with Ebasco. 
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Mr. Jonas. You brought that out and made that a salient point in 
your testimony. I assume your reason for doing so is because you have 
a definite feeling that Ebasco is not a reputable concern, it needs to be 
criticized by this committee, and you are willing to help give it the 
material ? 

Mr. Raptn. No, I have two reasons for bringing this out. First of 
all, this booklet itself contends that increases have occurred in the cost 
of the Federal power projects, and I quoted this material to show that 
increases in the cost of projects are not confined to Federal projects 
but also include some by Ebasco. 

Mr. Jonas. You do admit that there have been increases in costs of 
Federal projects? 

Mr. Rapin. I presume so; yes. 

Mr. Jonas. Well, as a matter of fact, you don’t have to presume. 
You know that is so; don’t you? 

Mr. Rapin. Yes; I am quite sure that is true. 

Mr. Jonas. Sure you do. Now, do you know when this EEI con- 
tract was let? When was this Joppa deal contracted for ? 

Mr. Rapin. I am not sure exactly when the contract was let, Mr. 
Jonas. 

Mr. Jonas. I think you have that information. I would like to get 
it for the record. 

Mr. Raprn. I have the date, I think, when it was canceled. It was 
canceled shortly after April 1953. 

Mr. Jonas. Well, what I am getting at is it was let by the Truman 
administration. The Truman administration was the administration 
that hired Ebasco to do this, wasn’t it, and gave the contract to EKEI? 

Mr. Rapin. No, I think Electric Energy, Inc., was the one that hired 
Ebasco. The Truman administration made the contract with EEI, 
and I could be wrong, but I don’t believe that——— 

Mr. Jonas. You know that it started, I mean the Joppa construction 
plant, started and the contract was let by the former administration 
and not by this one. 

Mr. Rapin. That is correct. 

Mr. Jonas. So for all of the things that you can blame Secretary 
McKay for and Secretary Aandahl and this administr: ation, the Joppa 
deal is not one of them; isn’t that true? 

Mr. Rapin. Of this administration ? 

Mr. Jonas. Yes. 

Mr. Rapin. No; this is not one. 

Mr. Jonas. We are not entitled to be credited with that? 

Mr. Rapin. I think I might say a somewhat similar one had been 
contemplated but was subsequently canceled by the administration. 

Mr. Jonas. I could debate that with you, too. 

Mr. Cuuporr. You are not talking about Dixon- Yates, are you ? 

Mr. Jonas. Ina different forum I would be glad to. 

Now, on page 12—I have got to hurry along because I am taking 
too much time—in the next to the last paragraph, the figure of $5 
billion you have there, I wonder why you said that probably—the 
figure of $5,049 million given, you say, in the subject booklet—is for 
appropriations— 


and probably includes appropriations for operations and maintenance. 
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I wonder why you would exclude appropriations for operations and 
maintenance. Wouldn’t you think that should properly be included 
in the costs of the power program if we are paying for operations 
and maintenance / 

Mr. Rapin. No; because those are repaid in the power rates. 

Mr. Jonas. Well, they are repaid in the power rates. Is that the 
reason you made the exception? ‘That is a reimbursable expense ? 

Mr. Rapin. Yes; that is correct. 

The bar on the chart representing the private utilities did not include 
that. Only plant investment was included, so that a comparable 
figure for the Federal systems also would embrace only plant invest- 
ment and not operation and maintenance. 

Mr. Jonas. It probably should be included but it should be subject 
to a deduction for whatever is returned. Mr. Radin, it would be a 
gross figure 4 

Mr. Rapin. Well, I don’t think you can compare, Mr. Jonas, Federal 
appropriations for a project with a plant investment. I think they 
are not analogous. 

I used the very same columns in the Federal Power Commission 
report for the privately and publicly owned systems. I thought those 
were the comparable ones, where the definitions are the same. 

Mr. Jonas. On page 15 of your statement I have one question. You 
say, and I quote: 

* * * the statements on page 30 to the effect that the private utilities pay 
23 cents out in taxes for every $1 in revenues misrepresents the picture. 

Is that true that they pay out 23 cents in taxes for every $1 in 
revenue ¢ 

Mr. Rapin. I think that is roughly true. I have not checked it out, 
but it varies anywhere from 21 to 23 cents. 

Mr. Jonas. And your only dbliction to that statement is that you 
say they did not go on and confess that the consumer of the power 
utility pays the tax! 

Mr. Raprn. That is one of my objections; yes. I think they leave 
the implication that they as a company are making that payment, and 
it works some hardship on them, whereas in reality it is the consumer 
who pays that tax. 

Mr. Jonas. I think that is generally understood. The company is 
a legal entity. Of course it does not pay the taxes unless it earns the 
money, and it earns the money from operations and the sale of power. 
But I think the figures do show that on an average the private utility 
companies pay out from 21 to 23 cents of every dollar of revenue in 
taxes, 

That is one of the arguments against the public-power program, that 
that is an easy way to collect a vast amount of taxes and the people 
who buy public power don’t contribute a like : among for the support 
of schools and roads and war and Congressmen’s salaries and what 
not. 

Mr. Rapin. We are quite conscious of that argument being used. 

Mr. Jonas. What is your answer to that argument ? 

Mr. Raptn. Well, my answer to it, first of all, is the one that T 
have used here in quoting Congressman’s Holifield’s statement to the 
effect that that takes a rather narrow view of the benefits of a resource 
project, and I think I have attempted to show, through quoting his 
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statement, that in reality the Federal Government, by investing in 
these resource-development projects, brings about a greater base for 
taxation which far exceeds the cost of the project itself. 

That is certainly true with many irrigation projects which have 
brought into being arable lands that have created new wealth that has 
far repaid the cost of the projects. 

Mr. Jonas. It is sort of like saying that all of us own the White 
House, but we cannot go down there and spend the night; isn’t that 
true? 

Mr. Rapin. To some extent. 

Mr. Jonas. Let me give you an illustration and ask you to com- 
ment on it. 

TVA has three dams in my State. Two of them are actually in the 
State; the third is across the line in Tennessee; but the water is backed 
up over land in my State. 

It owns millions of dollars worth of property in my State; land that 
it has flooded. It sold in 1 year a billion kilowatt-hours of electricity, 
around that amount. The total amount that all Government units in 
my State received from that electricity that was generated out of our 
resources was $95,000. 

If they had paid normal taxes based on ad valorem values that 
everybody else pays, taking an average in the State, they would have 
paid $750,000 to our State; and, if they had paid taxes at the rate of 
21 cents out of every dollar of power receipts, they would have paid my 
State $414 million. Now, will you explain how that provides a great 
benefit to the people in my State ? 

Mr. Rapin. I am not familiar precisely with the figures you are re- 
ferring to, Congressman, but are you referring to the $95,000 amount 
as local taxes? 

Mr. Jonas. They just pay roughly 5 percent in lieu of taxes to the 
city and local units. That is the total they pay. They don’t pay any 
Federal taxes and they don’t pay any State taxes. They do pay a sum 
in lieu of taxes which they figure on the basis of a percentage of their 
power. 

Mr. Rapin. May I take just a minute to read a few paragraphs from 
a report published by TVA called Facts about TVA Operations, that 
would explain the tax situation? I think it does it more accurately 
and more completely than I could. 

Mr. Jonas. You would not comment on the illustration I gave you 
of an exact situation which did not come from me but comes from the 
nag director of the board of conservation and development for my 

state. 

Mr. Raprn. I could not comment on it because I am not familiar 
with it myself and have not studied it. I would be glad to give you 
this information which is complete, I think, and shows that in the 
TVA area as a whole, TVA is paying far more local taxes than the 
privately owned companies ever paid, and the proportion 

Mr. Jonas. Stop right there. When did they buy out the private 
companies? I have heard that argument before and it just does not 
hold water. 

Mr. Raprn. It does to this extent 

Mr. Jonas. There is much water over the dam since then. It is not 
based on the same installations. We put $1,750 million into the ex- 
pansion of that private utility system that they had in Tennessee. 
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You cannot compare the two. You said these people cannot make 
comparisons as they have done. Well, you cannot compare the amount 
the private utilities were paying in Tennessee in 1939 with what is 
oad in 1956. You would not think that would be a fair basis of com- 
parison ? 

Mr. Rapry. No, it would not; and I did not intend to leave that 
impression. But what I would like to say, Congressman Jonas, is 
that, in fiscal year 1955, local tax revenue from TVA and the TVA 
power distributors increased 200 percent over 1937, and by way of 
comparison, the increase in State and local taxes paid by the Nation’s 
privately owned utilities from 1937 through calendar 1954 averaged 
185 percent. 

Mr. Jonas. Well, they may be paying more, I would not argue that 
they are not paying more to local governments in lieu of taxes than 
the private utilities did 10 or 20 years ago. But I do know thus, that, 
if they were paying 21 cents out of every dollar of receipts from power 
revenues, as private utilities do, they would be paying the Federal 
Government millions of dollars in income taxes, and that would not 
be coming from TVA; that would be coming from the users of their 
power. 

Now, I am asking you to explain to me why you contend it is fair 
to let the users of ‘I’ V A power escape the payment of those millions in 
taxes to support the Federal Government, and make me and all the rest 
of us who don’t have access to public power take up that slack and 
pay that tax bill. Do you think that is fair? 

Mr. Rapin. Congress never decided that TVA was to be a tax- 
collecting agency in the TVA area. 

Mr. Jonas. I should not even relate this to TVA. It is the same 
situation in the overall picture. That is the one fundamental ditfer- 
ence between public power and private power. The people who con- 
sume the private power help run the Government, and you advocate 
that we have an extension of this program of public power under 
which the Federal Government builds the installation and sells the 

ower at cost so that the consumers won’t have to pay any of that tax 
foals is that a fair statement of your position ? 

Mr. Rapin. Not exactly, sir. 

I don’t advocate that the program be extended so that the consumers 
can be relieved of taxation. That is not my reason for wanting to 
see the resources program continued. 

Mr. Jonas. Well, it has that effect; doesn’t it? 

Mr. Raprin. It has that effect in a direct degree, but indirectly the 
amounts recoverable by the Federal Treasury exceed the amount that 
would be available if Federal income taxes were imposed. 

Mr. Jonas. How could it be any more than the Federal Government 
would receive if the people in question got their power from private 
power sources ? 

‘They pay taxes, too, and they have a constantly expanding and im- 
proving standard of living just as those who get their power from 
public-power sources; don’t they ? 

Mr. Rapin. What I meant was that the net amount received by the 
Treasury is greater under this type of development program than 
would be the case if the program were not pursued in this manner. 

Mr. Jonas. Well, I will hurry along now. I apologize for taking 
all this time. Mr. Radin, you and I have discussed this before. 
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Mr. Rapin. Yes, we have. 
(Off the record.) 

Mr. Jonas. Doesn’t that add up to a partnership program? Don’t 
you really believe—you don’t advocate the elimination of the private 
power companies? 

Mr. Rapin. No, sir; I do not. 

Mr. Jonas. You think there is a place in this program for private 
power companies and a place where the Federal Government should 
enter the picture either in partnership with or in supplement to what 
the private utilities are doing and make more and more power avail- 
able to people ? 

Mr. Rapin. Yes. 

Mr. Jonas. You do not object to the the term “partnership”; do you? 

Mr. Rapry. Just in the manner in which it is carried out, that is all. 
IT think partnership is a very honorable term. In my opinion partner- 
ship was started in the TVA area when TVA went into partnership 
with the distributors, the municipalities. 

Mr. Jonas. They did not go into partnership with the private 
utilities? 

Mr. Raptn. Not there; no, sir. 

Mr. Jonas. Of course, you know you have just about as many private 
utilities operating in Tennessee as you do in any other State except in 
the sale of power. You have privately operated utilities distributing 
gas; telephone service; Western Union service, and a lot of others. 

Mr. Rapin. Yes; that is right. 

Mr. Jonas. I know something about municipally owned power- 
plants. I buy my power from one. My city owns its own distributing 
system. 

Mr. Rapin. That is fine. 

Mr. Jonas. Of course, we make money off of it. I don’t get my 
power any cheaper than people who live in the adjoining town who 
buy it from the private utility though. 

Mr. Raprx. Your municipal system is probably making a very large 
contribution to the local government. That would be my supposition. 

Mr. Jonas. That is all. 

Mr. Cuuporr. Do you have any more questions, Mr. Romney ? 

Mr. Romney. Just one, Mr. Chairman. Mr. Radin, one page 9 of 
your testimony I would like to read the first full paragraph: 

This estimate, by a responsible, independent Government commission, that the 
public capacity would be 38 million kilowatts by 1970 certainly is a far ery from 
the representation in the power companies’ booklet to the effect that the Federal 
power program in 1952 equaled 68,971,550 kilowatts. 

My question is, Does the term “public capacity” in that sentence 
include more than just Federal capacity ? 

Mr. Rapty. Yes. I am quite sure it does. I think the capacity of 
some local public agencies is included in that figure. .I don’t have 
the report with me, but as I recall, when I wrote that and checked it 
through in the report itself, the figures indicated that some of the 
local public agency capacity was included in that figure. 

Mr. Romney. Do you have any knowledge as to the exect propor- 
tions involved ? 

Mr. Rapin. No; I am sorry I do not. I could supply that for the 
record if you so wish. 
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Mr. Romney. I think that would be well, because we are con- 
cerned with the Federal capacity in this connection primarily. 

Mr. Rapin. Yes. 

(In response to Mr. Romney’s request, Mr. Radin supplied the fol- 
lowing information :) 

FPC statistics (Production of electric energy and capacity of generating plants, 
1954) show that, as of 1950, the capacity of publicly owned electric utilities 
consisted of 6,921,000 kilowatts in Federal plants and 6,511,000 kilowatts in non- 
Federal local publicly owned electric utilities. If this same ratio were to 
obtain in 1970, the 38 million kilowatts estimated as public capacity at that 
time would consist of approximately 19,600,000 kilowatts in Federal plants and 
18,400,000 in local publicly owned electric utilities. 

Mr. Romney. | have no further questions. 

Mr. Cuuporr. Mr. Radin, I could ask you many questions. But I 
see what the time is, and I probably would get only answers that 
would reemphasize the facts set forth in your statement. Therefore, 

I don’t want to take the time of the subcommittee, but I just want to 
say this to you: I want to thank you very much for coming over. I 
am sorry that we had to bring you over at night. 

Mr. Rapin. That is perfectly all right. 

Mr. Cuuporr. I assure you it was because of circumstances beyond 
my personal control and probably beyond the personal control of 
Mr. Jonas. 

I just want to say that you have given us a very cooperative state- 
ment, and I think that you have gone into probably many sources and 
spent very much time getting up your statement. I believe it will be 
very valuable to the subcommittee when it finally gets to the point 
where a report is to be written. 

Thank you. 

Mr. Rapry. Thank you, Mr. Chudoff. 

(Subsequently, Mr. C. N. Phillips, research director of Ebasco 
Services, Inc., and Mr. Colin W. Raff, executive assistant to the presi- 
dent, Montana Power Co., both witnesses during the instant hearing, 
addressed separate letters to the subcommittee chairman commenting 
on Mr. Radin’s testimony. Mr. Phillips’ and Mr. Raff's letters, as 
well as additional comments from Mr. Radin, are included in the 
record at their request and appear post as appendix LX.) 

Mr. Romney. I have no further questions. 

Mr. Cuvporr. Is Mr. Aandahl in the room, please ? 

Mr. Aandahl, would you please stand and raise your right hand? 

Do you solemnly swear the testimony you are about to give to this 
subcommittee shall be the truth, the whole truth, and nothing but 
the truth, so help you God ? 

Mr. Aanpau. I do. 


TESTIMONY OF FRED G. AANDAHL, ASSISTANT SECRETARY 
OF THE INTERIOR 


Mr. Cuuporr. What is your full name? 

Mr. Aanpaunt. Fred G. Aandahl. 

Mr. Cuuporr. And your address, sir ? 

Mr. Aanpan. 4545 Connecticut Avenue, Washington, D. C. 

Mr. Cuuporr. Mr. Lanigan, will you proceed, please ? 
82402-56—— 20 
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Mr. Lanican. Could you tell us the position you hold at the 
present time ¢ 

Mr. AanpaHt. I am an Assistant Secretary of the Department of 
the Interior for Water and Power. 

Mr. Lanican. And when did you assume that office, sir ? 

Mr. Aanpaut, On February 10, 1953. 

Mr. Laniean. Can you tell us briefly what the duties of the Assistant 
Secretary for Water and Power are? 

Mr. AanpauL. The Department of the Interior is divided into three 
divisions functionally. 

In the Division of Water and Power we have four agencies—the 
Bureau of Reclamation, Bonneville Power Administration, the South- 
western Power Administration, and the Southeastern Power 
Administration. 

The Bureau of Reclamation is a construction agency for reclama- 
tion projects, and incidentally for the production of hydroelectric 
power in connection with those projects. The other three agencies 
are exclusively power marketing agencies. 

The Department of the Interior markets all Federal hydroelectric 
power except that in the Tennessee Valley. 

Mr. Lanican. The Department markets the power generated at 
dams operated by the Corps of Engineers as well as by its own agen- 
cies; is that correct ? 

Mr. AanpanL, That is correct. 

Mr. Lanican. And as an Assistant Secretary, you supervise these 
various agencies ? 

Mr. Aanpaunu. That is correct. 

Mr. Lanigan, Can you give us a brief statement of your back- 
ground before coming to the Interior Department ¢ 

Mr. Aanpan. In private life lama North Dakota farmer. I spent 
5 years as a superintendent of schools prior to actively engaging in 
farming. I was a member of the North Dakota Legislature for 3 
sessions and I was a 3-term governor of the State. I was also a 
Member of Congress for 2 years in the 82d Congress. 

During the period that 1 was Governor, I was a member of the 
Missouri Basin Interagency Committee. At that time the sizable water 
development program in the Missouri Basin got underway. The 
Missouri Basin Interagency Committee met about 9 times a year, and 
I think I attended practically all of those meetings for a period 
of 514 years. 

Mr. Lanigan. What was the nature of the functions of the Missouri 
Basin Interagency Committee ? 

Mr. Aanpanu. It was a voluntary organization made up of the 
several Federal agencies that had water development responsibilities 
in the area. There happened to be five Federal agencies recognized 
as part of the interagency committee in the Missouri Basin. There 
were 5 governors from the 10 Missouri Basin States who were members 
of that committee. It was a voluntary organization, the purpose of 
which was to review the project plans and the program in general 
for the development of the water resources of the Missouri Basin. 
During the course of each of the meetings, projects were studied, re- 
views and summaries of projects were prepared, State engineers 
worked as staff members developing the States’ points of view and 
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what should be done, and the interagency committee served as an ad- 
visory group to the Federal agencies that had specific responsibilities. 

Mr. Lanican. Did the interagency committee ever study the prob- 
lem of the application of the preference clauses in the Federal reclama- 
tion laws and the Flood Control Acts? 

Mr. Aanpant. I do not think very much attention was given to the 
preference law while I was a member of the interagency committee. 

Mr. Lanican. Would you say it was concerned primarily with the 
technical matters in carrying out the Missouri River Basin program. 

Mr. Aanpaun.. No, I think it was interested primarily in determ- 
ining the advantages that the various projects would have to the 
area, and determining whether or not a project was feasible and 
desirable for the area. 

Mr. Lanican. I would like to show you a booklet entitled “The 
Federal Power Program, Its Background, Growth, and Consequences.” 
For purposes of identification we have used the term “the original 
booklet” to indicate the one that has the statement on the back of the 
cover page that it was prepared with the thought that it will be useful 
to the Secretary of the Interior and his Department. I am just say- 
ing that to identify it. I wonder if you would take a look at this 
booklet, please sir. 

Mr. Aanpant. As you know, you and Mr. Perlman asked a similar 
question when you were in my office about 2 weeks ago. 

Mr. Lanican. That is right. 

Mr. Aanpant. I recognize this as a copy of the same book that 
you showed me at that time. 

Mr. Lanigan. Could you tell us when you first saw a copy of this 
booklet ? 

Mr. AANDAHL. You will recall when you showed me the book about 
2 weeks ago there was a great deal of uncertainty in my mind as to 
whether or not I had seen it before. As I thumbed through it, it 
looked as though it was something that might have passed over my 
desk ; but I did not have any definite recollection of it. 

As we discussed the matter, I told you that it might have come in by 
mail and passed over my desk. I might even have written a letter of 
acknowledgment, having received it. I also said that it might have 
been hand-carried to me, or I may have gotten it in one of the other 
offices of the Department of the Interior. But I just did not have a 
definite recollection of it. After 2 weeks of reflection on what I told 
you, I am still confident that at the time you showed me this book, and 
prior to the time you showed me this book 2 weeks ago, I had never 
given it more than 30 minutes of attention together with the attach- 
ments that you had with it at the time. 

Mr. LantGan. Will you open the book to the back cover and remove 
the two attachments there? 

The one attachment is a compilation of background material for the 
booklet, and the other is entitled “Excerpt From a Talk by John T. 
Kimball, December 1, 1952, a Proposal for a National Power Policy.” 
Could you tell us whether you recognize the document entitled “Ex- 
cerpt From Talk by John T. Kimball”? 

Mr. Aanpant. That excerpt would have about the same status in 
my memory that the pamphlet itself has. 

Mr. Lanican. That is, you remember having seen it or its having 
passed over your desk ? 
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Mr. Aanpaunu. I would say it looks like something that might have 

passed over my desk. I would like to make this statement: You 
probably think it queer that a person does not have a more definite 
recollection of a document of this kind which has become so significant 
to this subcommittee. But presumably this document came in some- 
time in 1953 and probably fairly early in 1953. You will recognize 
at that time I was a new man in the position that I now hold, and 
there was just a tremendous flood of material coming over my desk, 
and I was meeting quite a number of people that I had never met 
before. This was just apparently one of numerous things that were 
coming to my attention at that time; and while I cannot specifically 
identify just exactly when it came to my desk, I can reasonably con- 
clude that it did come to my desk. The fact of the matter is we found 
a copy of it in a back room adjacent to my office where I have a stack 
of pamphlets and miscellaneous things. That is about the extent of 
importance this particular group of documents has played in my 
experience in the penerinant of the Interior. 

Mr. Cuuporr. Mr. Aandahl, unfortunately we like to operate on 
schedule and you have been in the Congr ess and you know what the 
problems of operating on schedule are, especially during the last week 
of the session. 

We had hoped to be able to put you on at 8 o’clock and have you out 
of here at a reasonable hour. Since you are the last witness in this 
study that we are making, we would have been through. 

But because of the fact that Mr. Radin had his long statement and 
Mr. Jonas had a lot of questions—and I am not blaming anybody ; 
[ am only stating it—we probably would not get finished with you 
until very late tonight. I was just wondering whether we could not 
meet tomorrow morning at 10: 30. 

I am confident you would be out of here and be through by noon; 
and, of course, that would mean that we could adjourn now. If you 
do not want to come back tomorrow morning, we will continue on. 
It is quite late and I guess everybody is tired. I do not make any 
bones about being tired myself. 

Mr. Aanpant. I will be glad to make myself available at the con- 
venience of the subcommittee. 

Mr. Cuuporr. We will adjourn then until 10:30 a. m. tomorrow. 
We will put you on promptly at 10: 30. 

You are the only witness. We won’t hold you up. 

Of course, I cannot bind myself to this because we have a number 
of the members of the subcommittee who will probably be here to- 
morrow. You know, as a former Member of Congress, that every 
member of the committee likes to ask questions and there may be 
more than we think; but I am reasonably sure that you will be out 
of here by noon tomorrow. The committee will adjourn until 10:30 
tomorrow morning. 

(Whereupon, at 9:35 p. m., the subcommittee was adjourned, t« 
reconvene at 10:30 a.m., Thursday, July 26, 1956.) 
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PRIVATE ELECTRIC UTILITIES’ ORGANIZED EFFORTS 
TO INFLUENCE THE SECRETARY OF THE INTERIOR 
(EBASCO SERVICES, INC., AND ROCKY MOUNTAIN 
GROUP) 


THURSDAY, JULY 26, 1956 


House or REPRESENTATIVES, 
SuzpcoMMITTEE ON Pusitic Works anp Resources 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10:30 a. m., 
in room F-16, United States Capitol Building, Hon. Earl Chudoff 
(chairman of the subcommittee) presiding. 

Present: Representatives Chudoff (presiding) and Jonas. 

Also present: James A. Lanigan, subcommittee counsel; Arthur 
Perlman, staff director; and Miles Q. Romney, professional staff 
member. 

Mr. Cuuporr. Mr. Aandahl, would you come up, please? The sub- 
committee will be in order. Will you proceed, Mr. Lanigan ? 

Mr. Lanigan. I hand you this booklet. You had it before you 
last night. I see you have another copy of your own; but, since we 
have been using this one, we will keep it at hand. 

When we closed last night, I had asked you the extent to which 
you had considered the preference clause prior to your coming to 
Interior, and you had indicated you had not given it a particular 
amount of attention in connection with your activities in the Missouri 
River Basin Committee. 


FURTHER TESTIMONY OF FRED G. AANDAHL, ASSISTANT 
SECRETARY OF THE INTERIOR 


Mr. Aanpaut. I don’t think that I had ever gotten into the detail 
of its application to any great extent. I knew generally what it was 
and had some pretty definite thoughts on how it should be used. 

Mr. Lanican. Would the same be true of the recapture provisions 
that were in some of the contracts that the Interior Department had 
made with various utility companies? 

Mr. AanpAunt. Again I had not given that matter any detailed 
thought, although I did have general ideas about it. 

Mr. LaniGan. Perhaps this will refresh your memory on the deliv- 
ery of the document. Mr. Kimball, who was in the early part of 1953 
with the Arizona Public Service Co. and who at present is with the 
Idaho Power Co., testified that on April 1, 1953, he called on Mr. Orme 
Lewis, the Assistant Secretary for Land Management, with some 
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copies of this booklet, to discuss power matters. He stated that Orme 
Lewis telephoned either you or Secretary McKay and suggested that 
there be a meeting to talk this over with Mr. Kimball, that whoever was 

valled arranged a luncheon meeting, and that you met in the cafeteria 
where he delivered a copy of the book to you and to four other people 
present. 

Mr. Aanpant. Did Mr. Kimball specifically state that he delivered 
one to me? 

Mr. Lanican. I believe he did, sir. He said he had five copies and 
he named the people present and said he delivered them to them. 

Mr. Aanpauu. At a cafeteria luncheon ? 

Mr. Lanican. Yes. 

Mr. Cuuporr. Let’s get the record to see exactly what he said so 
there won’t be any question. 

Mr. Lanican. I want to be perfectly accurate here. 

Mr. Jonas. While you are looking at the record, may I say this— 
it might refresh the Governor’s memory, It was not a luncheon that 
was arranged. Kimball said whoever Mr. Lewis called upstairs said, 
“Well, we are going downstairs to eat lunch right now; bri ing him 
down ‘there ; it “might be a good time to get together then.” And 
you all went down into the Interior Department cafeteria, sat around 
the table, and talked about many different things. During the course 
of the conversation, he distributed this booklet. 

Mr, Cuuporr. Mr. Jonas, while we go up and answer our names, 
Mr. Lanigan can look it up in the record and can show it to Mr. 
Aandahl. 

(Short recess. ) 

Mr. Lanican. Since we recessed briefly, Mr. Aandahl, you had a 
chance to look over the testimony of Mr. Kimball regarding a luncheon 
meeting at which time Mr. Kimball said he delivered some copies of 
the booklet. I just want to ask you if you, having read that, can 
recollect the meeting and the circumstances ? 

Mr. Aanpauu. Mr. Kimball’s statement is to the effect that he came 
in and called on Assistant Secretary Orme Lewis on April 1, and it 
was just about lunch time, and “Lewis called either Secretary McKay 
or Mr. Aandahl,” to read directly from the testimony. He forgot 
which of the two. 

I do not recall such a telephone conversation, although it could have 
taken place. The further statement, indicating that the group got 
down to lunch together, would make me think that it was someone 
other than me that he called. 

Then a little bit later Mr. Kimball was asked, “Who else was present 
at the luncheon,” ? and Mr. Kimball says, “Well, there was Mr. McKay, 
Mr. Lewis, Mr. Aandahl, Mr. Davis, Clarence Davis, and there was 
another Mr. Davis.” 

Well, the two Davises in the Department of the Interior at that 
time were Clarence Davis, who was the Solicitor and Ray Davis, 
who was a special assistant to the Secretary. Those are undoubtedly 
the people to whom he referred. 

Now, I do not have any recollection of this luncheon. I did 
attend the swearing in of Ralph Tudor a little bit later, which is 
referred to. I was definitely at that swearing in ceremony. I do have 
some very remote recollection of someone handing me this document 
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I think it was handed to me rather than mailed to me, and I have 
some recollection of someone who I think of as a person associated 
with the private utilities just sort of coming through and in prob- 
ably 5 minutes outlining what was in the document. That very pos- 
sibly could have been at this luncheon meeting, although I do not 
have a definite recollection of the luncheon meeting. 

Mr. Lanican. Do you have any particular recollection of the ap- 
proximate date at which time you first saw the booklet / 

Mr. Aanpauit. No, I do not. This April | could very probably be 
the date, or it could be some other date. I do not have that in mind. 

Mr. Lanican. Have you had occasion to have other meetings with 
Mr. Kimball ? 

Mr. Aanpan. I have visited with Mr. Kimball on several occasions. 
In fact, my first definite recollection of meeting Mr. Kimball was some 
time in 1953. 

I do not have the exact date in mind. His purpose in calling on 
me was the fact that the Arizona Public Service Co. was building 
a new steam plant located at the lower end of the Bureau of Reclama- 
tion transmission line that goes into Arizona from Hoover and other 
Federal projects on the Colorado River. Arrangements were made 
for an interconnection between the Arizona Public Service Co.’s steam 
plant and the Bureau of Reclamation transmission line. 

The Arizona Power Authority was also interested in that inter- 
connection. There is sort of a tri- party arrangement between the 
Arizona Power Authority, the Arizona Public Service Co., and the 
Bureau of Reclamation in the transmission and supply of power in the 
Arizona area. Our discussion was centered around matters involved 
with that interconnection. 

In the beginning it was the matter of an arrangement so that power 
could be receiv ed by that interconnection by the Arizona Public 
Service Co., as I remember it, for construction purposes; later on, it 
was a matter of interconnecting the generation system. 

Mr. Lanican. To get back to the booklet again for a moment, you 
testified that, when Mr. Perlman and I disc vussed the booklet with 
you, we went into a small office or anteroom next to your office and 
in a group of documents there was a copy of the booklet. Then you 
also mentioned that you had hundreds of papers and materials Ben 
over your desk, that things are constantly passing over your desk 
different times? 

Mr. Aanpanu. Yes. There are pamphlets and statements and reso- 
lutions and a sizeable amount of material of that kind that comes over 
my desk. As it comes over, I generally thumb through it to see what 
is in it; get some notion of the point of view of the | person who has 
sent it. 

Some of that takes just a minute or two, others may have 20 minutes’ 

r half an hour’s consideration. That is about the extent of recog- 
nition that is given to this general type of thing that we are talking 
about. 

Mr. Lanican. Do you put all of this material in the anteroom ? 

Mr. Aanvaut. If the material comes in with a letter of transmittal, 
there is generally a letter of acknowledgement that goes out; and if 
there is a letter of acknowledgement that goes out, a copy goes to the 
central files. 
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Mr. Laniean. And all of the other material you keep in the ante- 
room, anything that comes in without a letter ? 

Mr. Aanpanu. It depends a little bit on the nature of the material. 
I might say that some of it goes in the wastebasket. 

Mr. Lanican. Could I look at the copy of the booklet which you 
brought with you, sir? 

Mr. AanpanL. Yes. 

Mr. Lanican. Thank you. This copy which you just handed me 
is the copy which was in your anteroom; is that correct? 

Mr. AanpDAHL. Yes, it is. 

Mr. Lanican. And this copy has the statement that it is a booklet 
of factual information that has been prepared with the thought that 
it would be useful to the Secretary of the Interior and his Depart- 
ment. 

Mr. AAnpAut. That is correct. 

Mr. Lantcan. The reason I am saying that, I want to identify it 
as distinguished from another booklet which has also been discussed. 
T just w: anted to have it identified for the record so there would not 
be any question on that. I checked over the charts and they are the 
same charts; there is no question about that. 

After receiving the booklet, do you recall whether or not you dis- 
cussed it with any other people in the Department of the Interior? 

Mr. Aanpanu. The reason that I am hesitating is I just do not have 
any definite recollection. I can very definitely m: ake the statement that 
if it was the subject of discussion at any other time, it was nothing 
more than just a passing reference. It was not the subject of a round- 
table discussion. There may have been some passing reference to it, 
but nothing more than that. 

Mr. Lanican. Could you tell us just what you mean by “passing 
reference” ? 

Mr. AanpAnt. The only reason I use that expression is because I 
recognize something might have been said about it some time or other, 
and I don’t want to make a statement it did not happen. 

I have nothing definite in mind as to what might have been said 
about it. I know that it has played a very limited part in any thinking 
that I have given the subject of power policy for the Department of 
the Interior. Let me again repeat that I am confident that this book, 
including any discussions that I might have had with the others, has 
not had over 30 minutes of my attention prior to your visit 2 weeks 
ago. Since you were there I have read every word of the document. 

Mr. Lanican. Now, last night I believe you took out of the booklet 
which I handed you 2 documents, 1 of which was entitled “Excerpts 
From Talk by John T. Kimball, December 1, 1952.” I wonder if you 
would take those out again so that we might discuss them. 

Do you recall at the time Mr. Perlman and I and you discussed the 
document that you indicated that the booklet and this particular 
document together rang a bell of recollection in your memory. Would 
you tell us what oe iation you have between the two? 

Mr. Aannant. I do not know as I have any association between the 
two. As I looked at them and thought about them, IT recognized 
them as something that apparently had gone over my desk; but they 
did not become any definite part of the work that followed in the 
preparation of the power policy for the Department of the Interior. 
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They only received such attention as they might have in coming to 
my desk, being thumbed through and passed on. 

‘Mr. Lanican. After we left you, did you have any search made 
to see whether you could locate the excerpt from the talk of John T. 
Kimball ? 

Mr. Aanpauu. I had my secretary check the files and check the 
library, and the only record we found was the fact that this booklet, 
together with the inserts, was a part of the central library, and that 
those documents were on loan to the staff members of this sub- 
committee. I believe they were taken out in the name of Mr. Romney. 

Mr. Laniean. I just want to go through a few of the points in Mr. 
Kimball’s excerpt and discuss 1 or 2 items with you if you don’t mind. 

If you will look at— 

Mr. Aanpanu. I wonder, Mr. Chairman, if this might not be a good 
point in the discussion for me to volunteer some information about 
the method and the circumstances under which the power policy 
statement of August 18, 1953, was developed in the Department of 
the Interior. I think it is very pertinent to this discussion, and I 
think this is the proper place to insert it in the record. 

Mr. Cuuporr. Mr. Aandahl, I am not going to keep you from put- 
ting that in the record; but I would like you to wait until counsel 
has completed his questioning. Then if you want to make that state- 
ment before Mr. Jonas and I question you, I will be very glad to let 
you do it. 

Mr. Aanpanu. The reason I would like to put it in at this point is 
because it embodies—what I am going to say embodies answers to 
the questions that I am sure the counsel is going to ask me. The only 
way that I can answer those questions is to get this complete picture 
before the subcommittee. Now, I will be glad to wait until a question 
arises; and, when the question comes that specifically requires this, 
I will work it in at that time. 

Mr. Cruporr. Let’s do it this way: After you have finished an- 
swering Mr. Lanigan’s questions, if you want to, you can make that 
statement and then request that it be inserted in the record at the 
point where you originally wanted it to be. We will see whether we 

can do it that way. 

Mr. Aanpanw. I will be interested in seeing just what the questions 
are and how it is developed. 

Mr. Cuvporr. It is going to be in the record; it is Just a question 
where it is going to be. 

Mr. Lanican. I would like to eall your attention to the first point, 
point No. 1 in Mr. Kimball’s excerpt from his talk. I will read the 
introductory sentence and then that particular point: 

Where power development is a feasible part of a water-resources-development 
project, the power should be disposed of to existing generation, transmission, or 
distribution systems of the area: (1) By permitting them to build the power- 
house and install and operate the generating equipment, at their own expense 
and pay the Federal Government for the falling water ; 


Then I want to read a part from a letter to the President from Secre- 
tary McKay regarding the Trinity River division, Central Valley 
project. I would suggest, Mr. Chairman, in order that not just 
the part go in the record, that at this point the whole letter be put in 
the record so there won’t be any question as to the relevancy of the 
excerpt. 
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Mr. Cuuporr. But you are just going to read the excerpt? The 
Mr. Lanican. I am just going to read the excerpt, but I think it of U 
would be better to put in the whole letter. ate 
Mr. Cuuporr. This letter is out of what? Sta 
Mr. Lanican. This letter appears in House Document No. 281, 84th age 
Congress, 2d session, entitled “Trinity River Division, Central V alley Dey 
Project, California, Letter From Acting Secretary of the Interior pais 


r mel 
Transmitting a Report on the Trinity River Divi ision, Central Valley po 










Project, California, Pursuant to Section 9 (a) of the Reclamation I 
Project Act of 1939” (53 Stat. 1187). Ris 
Mr. Cuvporr. I cannot see any objection. You would not want us = 


to read the whole letter. Are you familiar with the letter, Mr. 
Aandahl ? 
Mr. Aanpanu. Yes; I am. I am familiar with the letter and the 
project and the problems involved. | 
(The letter referred to is as follows :) ad 


SECRETARY’s LETTER TO PRESIDENT THROUGH THE BUREAU OF THE BUDGET | 


DEPARTMENT OF THE INTERIOR, ‘ 
OFFICE OF THE SECRETARY, ths 
Washington, D. C., July 12, 1956, 
THE PRESIDENT, 
THE WHITE HOUSE, 
Washington, D. C. 
(Through the Bureau of the Budget.) 

My Dear Mr. PRESIDENT: My report on the Trinity River division, Cen- 
tral Valley project, California, is transmitted herewith pursuant to the provi- fa 
sions of section 9 (a) of the Reclamation Project Act of 1939 (53 Stat. 1187). 

This report modifies and brings up to date the plan found feasible in the report 
of the Department of the Interior on the Trinity River division, which was sent 
to the Congress on January 2, 1953, and was printed as House Document No. 147, 
83d Congress. The general plan as previously presented remains essentially the ra 
same. However, certain facilities would be enlarged and a slightly greater th 
amount of water would be or for use in the Central Valley Basin. 

More than 1,100,000 acre-feet of additional water that would be made available 
in the Sacramento and San Joaquin Basins as a result of diverting from the pe 
Trinity River is urgently needed to supplement existing supplies. Main project it 
facilities proposed consist of Trinity Dam, reservoir powerplant; Lewiston diver- re 
sion dam, reservoir, and powerplant; Tower House tunnel, powerplant, and 
diversion dam; and Matheson tunnel and powerplant. The general plan provides 
for the regulation of Trinity River flows and diversion of Trinity River water 
through the tunnels to the Sacramento River Basin. The difference in elevation oO} 
between the Trinity and Sacramento Rivers will provide an excellent opportunity he 
for the generation of electric power and energy which also would make an impor- 
tant contribution to the economic welfare of the area. | 

The single-purpose power facilities could be constructed by a Federal or non- IT 
Federal agency. The enclosed addendum report discusses the sale of falling UW 
water for non-Federal development of the hydroelectric power and energy. The is 
addendum outlines the possibility of a partnership arrangement for the construc- 
tion of this project. Legislation to authorize such construction should be broad 
enough so that the Secretary of the Interior would be authorized by the provisions 
of the bill to negotiate a contract for sale of falling water which would be asso- is 
ciated with the construction of power facilities by a non-Federal agency, and to 
complete and put into effect such a contract if it can be negotiated satisfactorily. te 
If construction of the project were to be so authorized, it would be possible for 
work on this addition to the Central Valley project to proceed without delay 
while the partnership contract is being negotiated. N 

The estimated cost of the proposed Trinity River division based on January n 
1954 prices, which are closely comparable to present prices, is $219,282,000 all of I 
which is reimbursable except $215,000 for minimum recreation facilities and 
$47,000 for fish protection facilities. All reimbursable costs could be returned 
to the Federal Treasury within 50 years after the last feature is constructed. s 
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The development is economically justified with a benefit-cost ratio well in excess 
of unity. The proposal has the strong support of local interests and of California 
State officials. 

Copies of the proposed report of this Department were transmitted to the 
States of California and Oregon and to the agencies represented on the Inter- 
agency Committee on Water Resources for comments. All agencies except the 
Department of Agriculture to whom the report was sent have submitted com- 
ments and copies are enclosed with the report. If and when additional com- 
ments are received they will be forwarded to you immediately and ultimately 
sent to the Congress. 

I shall appreciate having advice concerning the relationship of the Trinity 
River division, Central Valley project, California, to your program before I trans- 
mit the report to the Congress for its consideration and appropriate action, in 
accordance with the provisions of the Reclamation Act of 1939. 

Sincerely yours, 
DoveLtas McKay, 
Secretary of the Interior. 

Mr. Lantean. The part that I want to read is in reference to an 
addendum which was sent with this letter, an addendum to the 
criginal report on Trinity River. 


The letter states : 

* * * Legislation to authorize such construction should be broad enough so 
that the Secretary of the Interior would be authorized by the provisions of the 
bill to negotiate a contract for sale of falling water which would be associated 
with the construction of power facilities by a non-Federal agency, and to com- 
plete and put into effect such a contract if it can be negotiated satisfac- 
torily * * *, 

Now the question I have, if you can answer it, is whether or not the 
fs alling water proposal in connection with the Trinity project, the leg- 
islation authorizing the falling water sale, does not coincide with the 
first of the recommendations in the Kimball statement. 

Mr. Aanpaut. I presume that almost any document that gets into 
rather full suggestions of a power policy will have elements in it 
that are the same as items and elements that we have in our power 
policy. We can take resolutions that have been approved by public- 
power groups, we can take suggestions that are made by private util- 
ities, and in each of those groups we will find certain elements of their 
recommendations find expression in our power policy and in the 
things that we are trying to do. 

I recognize there is a similarity here. I think at this point a word 
or two should be said about the Trinity project in California. It has 
been authorized for construction, and in that connection the Secretary 
of Interior has been authorized by Congress to make a further study 
into the potential of selling falling water instead of Federal construc- 
tion of the power fac ilities and report back to the Congress. If there 
is to be a sale of falling water, it will be authorized by the Congress. 

Secretary McKay indicated in the letter you have just read that he 
thought there was some advantage in that type of arrangement if a sat- 
isfactory contract could be w orked out. 

I am of the same opinion, and made a similar statement directly 
to the committee when I appeared before them. At the present time 
we have power from the Shasta, the Keswick, the Folsom, and the 
Nimbus projects; the first two constructed by the Bureau of Recla- 
mation. The Nimbus project was also constructed by the Bureau of 
Reclamation ; Folsom, by the Corps of Engineers. 

In order to get a maximum of firm power from those projects for 
sale by the Bureau of Reclamation under the preference law, it has 
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been necessary to integrate those projects with the much larger sys- 
tem of the Pacific Gas & Electric Co. We have an integration con- 
tract with that private utility under which we have 450, 000 kilowatts 
of firm power to sell from those projects, with all the energy that is 
necessary to meet the customer’s load factor, and that is made possible 
only by the integration contract. 

In case of the Trinity project, it will be necessary for it also to 
be integrated with the utility system of Pacific Gas & Electric. 
Present indications are that from 75 to 80 percent of the power in 
the Trinity project will be needed for irrigation pumping to the San 
Luis project, on which we now have a project report in the Depart- 
ment of Interior which we expect to submit to Congress in just a 
few days. In order to have this Trinity power available for irriga- 
tion pumping on the San Luis project, it is necessary to have an 
integration contract with Pacific Gas & Electric. 

It is altogether possible that we can work out a contract that will 
accomplish the basic purposes that we have in reclamation and let 
the power facility not only be integrated by Pacific Gas & Electric 
but even let the facilities be constructed. If we can do that, we will 
save the Federal Government an investment of some $50 million, and 
accomplish just as sound and substantial purposes for reclamation 
and the people of the area as if the project were federally built. That 
is the thing we are considering. 

Now, if we can get an affirmative contract proposal that will be 
acceptable to Congress, who will have to authorize it, it will have 
been a real accomplishment there, and that is the basis on which it 
will be _— 

Mr. Lanican. There was this difference between the proposal in 
the Secretary’s letter of July 12, 1955, and the legislation which au 
thorized Trinity, in that the Secretary’s proposal was to the effect 
that the legislation should authorize him to negotiate such a contract: 
whereas the legislation which passed required that any such proposal 
be reported back to Congress. 

Mr. Aannant. I would say that either arrangement would be satis- 
factory from our point of view and, insofar as this is somewhat of 
a new venture, I think that Congress acted wisely in asking to have 
a second look at it before the proposal was authorized by the Con 
— We are not in disagreement with the way Congress handled 

t, although either arrangement would have been satisfactory from 
our point of view. 

Mr. Lanitcan. I see. You would concede then that the proposal to 
authorize the sale of falling water at Trinity does accord with the 
first one of the Kimball proposals. Is that correct ? 

Mr. Aanpant. I would say that the Kimball proposal is in accord 
with what the Department of Interior recommended in this instance. 

Mr. Laniean. Thank you. 

Now the next item I would like to take up is on page 3 of the ex 
cerpts. Would you turn to page 3 ? 

Mr. Aannann. Yes. 

Mr. Lantean. I have checked the sentence for convenience. 

I want to refer to the proposal of Mr. Kimball to this effect: He is 
discussing at this point the disposal of Government power where the 
construction of some transmission lines by the Government happens 
to be desirable and necessary. His proposal reads as follows: 


of s 
sity 
hav 
res] 
and 


be 
rel 
pul 


tur 
wh 


Ja. 


me 


1m 
wl 


to 


M 


th 


st: 





EFFORTS TO INFLUENCE SECRETARY OF THE INTERIOR 311 








































* * * Where there is conflict between two or more prospective purchasers 
of such power because of the insufficiency of such power resulting in the neces- 


sity for the allocation of such power between purchasers, then the State agency. 
having jurisdiction will allocate such power on the basis of the needs of the 
respective applicants, but once such allocations are made they shall be firm 
and not subject to recapture except as heretofore set forth. * * * 

By “heretofore set forth” he means his reference that there might 
be recapture for irrigation loads or for the operation of the dam and 
related facilities but that it should not be recaptured for any other 
purpose. 

What I am referring to now is the proposal that there be no recap- 
ture after contracts of sale are made for power to existing systems 
in the area. I refer further to the Missouri Basin marketing criteria 
which were first issued on September 13, 1953, and then reissued on 
January 25, 1954, with some modifications. Do you recall those 
marketing criteria ? 

Mr. AanpauL. Yes;I do. Lhaveacopy right here. 

Mr. Lanican. Could you tell us what part you played in the prep- 
aration of both documents ? 

Mr. Aanpaunw. If you are going to ask that question, then I will 
immediately become involved in the statement I wanted to make a little 
while ago and that will be quite a full statement. I will be very glad 
to do that if you want it in the record at this point. 

Mr. Lanican. Let me ask you this: Did you prepare either of the 
Missouri River marketing criteria statements ? 

Mr. Aanpant. I was instrumental in both of them. 

Mr. Lanican. Were they prepared under your supervision ? 

Mr. Aanpau_. If we are going very far in that line of questioning, 
then I must back up and give you the full story. 

Mr. Jonas. Mr. Chairman, I recommend that we let him put the 
statement in. We have let everybody else read an opening statement. 

Mr. Cuvporr. I am not going to prevent the witness from reading 
the statement. In fact I have already ruled that the statement is 
going in. It is justa question where it goes in. 

Mr. Jonas. Why don’t you let him read it now as a basis for his 
answers to these questions? 

Mr. Cuuporr. Counsel just informed me that there were certain 
questions that he wanted to get in the record, and I just cannot see any 
reason why we cannot finish the line of questioning. Then Mr. 

Aandahl can aaa his statement, and we can put it in the record at 
any point where he may request it or where we think it would be 
proper. 

Mr. Aanpant. But the counsel has asked me questions that should 
not be left with a partial answer. 

Mr. Cuuporr. And you are going to get a chance to put that in. 
You can make some opening rem: arks as to the purpose of the state- 
ment before you read it. 

Mr. Aanpaut. I have no statement to read. I am just going to 
give you some information off the cuff with reference to documents 
that I have here. I either want to give the full story or leave the 
question without an answer. 

Mr. Jonas. Mr, Chairman, there cannot possibly be any objection 
to that. Let’s let him do that and get along. All you want is the 
facts; isn’t that right? Why don’t you let him make his statement ? 
You have let everybody else make statements. 
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Mr. Cuuporr, All right; if you want to read the statement in the A 
record, let’s read it in and get it over with. If what you read in the this 
record does not answer counsel’s questions, he will ask you supple- 


mental questions to get an answer. 2 


Mr. AANDAHL. Your question is one regarding what part I played oon 
in developing the power policy statement of August 18, 1953, and the of i 
Missouri Basin power marketing criteria which followed it some — 
months later. ae 

Mr. Lanican. Let me say this: That was my first question. Of that 
course, I had other questions, but that is the question which brought ber 


up this issue of the full statement. That was one of my questions. 
Mr. AanpAuv. I am going to deal with the power policy statement 
of August 18, 1953, first, because that precedes the other and is the 
basis on which the other was worked out. 
In connection with this power policy statement of August 18, 1953— 
and incidentally I have extra copies here if you folks wish to have 
them—there has been both implication and direct statement that this 


*4°,° . ° . mer 
document prepared by some utilities was of sizable influence in the ; 


anc 

preparation of that statement. al 
Mr. Lanican. I was just wondering on that if you could state just thei 
where there has been a reference to the fact that this booklet was in- 7 
strumental in the preparation of this particular statement. spe 
Mr. Aanpanu. Not necessarily in connection with that particular ap 
statement, but in connection with the power policy that is followed bot 


by the Department of Interior; and this statement is the nucleus of 


that power policy. : iz 
The first thing that I want to call your attention to is the report of mel 


the hearing before the Committee on Interior and Insular Affairs of beer 
the United States Senate on February 5, 1953, dealing with the con- 
firmation of the appointment of Ralph Tudor, Fred G. Aandahl, Orme 
Lewis, and Clarence A. Davis to positions in the Department of the 
Interior. 

Mine was an appointment as Assistant Secretary. During the course 
of that hearing, in response to questions, I made several statements 
that are of considerable significance in outlining very definite opinions 
that I had at that time, several weeks before this document was made 
available to any of us in the Department of Interior. 

Mr. Cuvuporr. Pardon me; what was the date? 

Mr. Aanpant. This is February 5, 1953, and I was sworn in on 
February 10, following this hearing. 

On page 15 near the bottom of the page, I made this statement in 
response to a question : 

I might say generally, of course, I am a strong supporter of the States rights 
philosophy, and the philosophy of local communities having a maximum participa 
tion in Government activities, and the basic concept that you express there is 
fully in line with my thinking. 


Senator Watkins comments: 
That is what I wanted to be sure of. 
And I make the further statement: 


However, I do recognize that in these large river basins where we have these 
sizable water development programs, there is a Federal responsibility that 
we must recognize. 
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And then a little later on page 17 in the middle of the page I make 
this statement : 


My answer will be a repetition of what I have already said. I can better 
explain it by making this additional comment. Many of these Federal water 
development projects have such wide fields of beneiit, and it is not a matter just 
of irrigation and power, but it is flood control, and it is recreation, and there 
are those benefits that extend beyond the immediate basin, and insefar as that 
is true, I feel there is a Federal interest there that it would be inadvisable to 
completely erase. However, basically I am fully in agreement with the philosophy 
that you have expressed. I want to see a maximum of ownership and control 
be resolved in the people of local communities. 


Then on the bottom of page 16 Senator Watkins asked this question : 


That is along the line of the thing I was just talking about, whether you have 
a basin or a compact of States, it is the same thing. That, of course, is contrary 
to the idea of the TVA and that program. 


And my answer is this: 


I might remark that during the period I was Governor, we had an ele- 
ment in North Dakota that started pushing hard for a Missouri Valley Authority, 
and I immediately went on the air opposing the authority type of administra- 
tion. I have followed through in that trend of thinking in the years since 
then. 


These statements are scattered because they were made in re- 
sponse to questions that were asked by the committee. I did not have 
a prepared statement when I appeared before the committee. On the 
bottom of page 13 I make this statement : 


I would like to make my statement this way. I think the customer-preference 
law is a good law, and it is fully desirable, but I do not think that the Depart- 
ment should attempt to extend the distribution into such a wide area that it 
becomes uneconomical to make those long deliveries just for the purpose of 
reaching priority customers. 


Then near the bottom of page 22 I make this statement : 


I was only speaking about distance, and now I have felt that there has heen 
a tendency on the part of the Department to extend its transmission lines to a 
point where it will not have firm power to supply it, to say nothing ahout the 
inefficiency of the transmission itself, and then make it necessary for them to 
supplement their power with steam power, and work in the direction of national- 
ization of the electrical business. That type of thing I am opposed to. 

And on page 23 I make these two statements near the middle of the 
page: 

Probably I can make another statement that will help to clarify my thinking. 
In these water projects, I think there should be a development of the maximum 
hydroelectric power that can be developed without infringing on the need of 
water for irrigation. That power should be distributed among the people on 
the basis of the privrity provisions of our present uational laws. I do net think 
that the Department of the Interior should build any steam plants to supplement 
the hydroelectric power that they are generating. 

Then Senator Jackson made this statement : 

What reason do you give for opposing steam plants? If the Federal Govern- 
ment builds a power dam, how can you oppose the building of a steam plant, if the 
steam plant is necessary in order to make the powerplant economically feasible 
and more efficient? 

And my answer is this: 


If that is done, we are just going to move further and further in the direction 
of complete nationalization of electric power. 


Those are the pertinent statements that I made before the Senate 
committee on February 5. 








































314 EFFORTS TO INFLUENCE SECRETARY OF THE INTERIOR 


Now we have before us the power policy statement of the Depart- 
ment of the Interior aproved by the Secretary’s signature on August 
18, 1953. This document is for all practical purposes exclusiv ely the 
thought and the draftsmanship of the Secretary, the Under Secre- 
tary, the three Assistant Secretaries, and the Solicitor of the Depart- 
ment of the Interior. 

Before we started working on this draft, we oftentimes spoke about 
the need of a power policy prepared by our group in the Department 
of Interior, in order that our staff people throughout our large or- 
ganization might know the basic purposes and principles that we 
had in mind in administering the Department of the Interior. At 
staff meetings, which were held to begin with twice a week and later 
once a week we frequently discussed the question of what should be 
embodied in a power policy statement. 

The first draft we had for consideration was made by the Under 
Secretary, Ralph Tudor at that time, and we in the secretariat, the 
individuals that I have just named by position, were given copies of 
that draft. 

We kept those copies in our own hands on a confidential basis, and 
we studied them, and we met and discussed the original draft; and 
then a second draft was made. I do not know how many drafts were 
made before a final draft was agreed upon. 

Sut during all of that time, I never discussed the draft of the 
policy with anyone but full-fledged Government officials; and I never 
discussed it with anyone in the Department of the Interior other 
than the secretarial group that I have just named. And so I say for 
all practical purposes, this power policy statement is the thinking 
and the draftsmanship of the secretariat in the Department of Interior. 

Now I want to turn—— 

Mr. Cuvporr. I would just like to interrupt you for one point. As 
I understood it, this was distributed to certain policymaking officials 
after you had, in consultation with the Secretary and the U nder Sec- 
retary and the Assistant Secretaries, set out this policy ? 

Mr. Aannaut. When you say “certain policymaking officials” what 
do you me an ¢ 

Mr. Cuuporr. Well, you stated—I cannot quote you exactly—this 
was the direct responsibility of the Secretary and the Under Secretary 
and the Assistant Secretaries and it was put out as a result of a meet- 
ing between you in deciding what the power policy of the United 
States should be? 

Mr. Aanpauu. That is correct. 

Mr. Cuvuporr. But you had received the red booklet before you 
issued this? 

Mr. Aanpanu. That is correct. Now, I want to call your attention 
to item 1 of the power policy, and that follows the introductory re- 
marks on the front page or cover page. 

Item No. 1 deals with general facilities: 

The primary responsibilities of the Department are the reclamation of arid 
and semiarid lands under the Federal reclamation laws and the development 
of natural resources as authorized by Congress. These responsibilities include 
the disposal of surplus electric energy which can be economically produced in 
the course of the development of these resources. * * * 

The next sentence in item No. 1 is what I want to call particular 
attention to: 
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* * * The Department of the Interior will, therefore, actively plan and recom- 
mend construction of generating facilities in hydro projects under its jurisdiction 
when such facilities are economically justified and feasible. The Department will 
particularly emphasize those multipurpose projects with hydroelectric develop- 
ments which, because of size or complexity, are beyond the means of local, public, 
or private enterprise. 

Then in the next paragraph there are three propositions that I want 
to call attention to. 

I will list them as (a), (0), and (¢),as I gothrough. 

It is recognized that (a) the primary responsibility for supplying 
power needs of an area rests with the people locally. The responsi- 
bility of the Department of the Interior is to give leadership and 
assistance in the conservation and wise utilization of natural resources. 

The Department (0) does not assume that it has the exclusive right 
or responsibility for the construction of dams or the generation, trans- 
mission, and sale of electric energy in any area, basin, or region. 

In general (c¢), it will not oppose the construction of facilities which 
local interests, either public or private, are willing and able to provide 
in accordance with licenses and other controls of the Federal Power 
Commission or other appropriate regulatory bodies and which are 
consonant with the best development of the natural resources of the 
area. 

I think you will find embodied in that page of policy a refinement 
of the policy opinions that I expressed before the committee on Feb- 
ruary 5. Again let me repeat that this document that is the subject 
of this hearing, together with numerous other documents and resolu- 
tions and recommendations that came to the Department of the In- 
terior, was only incidental and played an insignificant part in the 
power policy that was established by us in the Department of 
the Interior. 

Secretary McKay, Under Secretary Tudor, Assistant Secretaries 
Orme Lewis, Felix Wormser, and I and the Solicitor, Mr. Davis, have 
had years of experience in this type of thing and have very definite 
ideas of what we thought was a proper policy for the Department of 
the Interior. 

And I might say that where I am well known I am generally thought 
of as a fellow who is bull-headed and independent and not easily 
influenced by outside sources. 

That completes my statement, and that is how this power-policy 
statement of August 18, 1953, was developed and became the policy 
of the Department of the Interior. 

(The power-policy statement referred to appears post as appen- 
dix X.) 

Now, the next question that you ask is about the Missouri Basin 
power-marketing criteria. The first draft of the Missouri Basin 
power-marketing criteria was prepared in the Bureau of Reclamation 
and was drafted for the purpose of establishing the basis to market 
the large volume of new power that was soon going to be available 
for sale in the Missouri Basin, coming from the projects that were 
then just beginning in construction and which now are moving into 
the completion stage. They include Garrison in North Dakota; Fort 
Randall, Gavins Point, and Oahe in South Dakota. 

The Bureau of Reclamation, with this basic policy in mind, ran the 
first draft of the marketing criteria for the Missouri Basin, trying to 
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incorporate in those criteria the basic principles that were found in this 
policy. 
I don’t remember the exact discussions that we might have had. I 
do know that there were some preliminary discussions between staff 
people in the Bureau of Reclamation and me as they went about draft- 
ing that policy. After they had the first draft, they brought it down 
to me and I reviewed it thor oughly with them. I made several sug- 
gestions for changes in it, and it was again redrafted. Before I finally 
approved it, it was reviewed by the Solicitor and by the Under Secre- 
tary. Finally we had a draft that we felt was satisfactory for use in 
the Missouri Basin. I signed it and approved it, and it became the 
official criteria for use in the Missouri Basin. That is my answer to 
the two questions that you asked. 
Mr. Laniean. Do you have available the first draft that was pre- 
pared by the Bureau of Reclamation for the Missouri River marketing 
criteria / 
Mr. Aanpani. No; Ido not. The Bureau may have it themselves. 
I try not to keep duplicating files with any of the power agencies or 
any of the agencies in my division. Since I have taken the position 
that I now hold, I have tried to deal as directly as possible with the 
agencies. I have a very limited staff in my own office, and my work- 
ing relationships with the agencies are not filtered to any sizable degree 
through a working staff. 
I have a working staff that is very close tome. They sit in on the 
conferences gener: ally that I have with the people, the staff people in 
the agencies. But I have tried to establish as close a working rela- 
tionship as possible with the heads of the four agencies in my division, 
and I do not keep duplicating files with me. 
Mr. Lanican. Would the same answer be true of the first draft of 
the August 18, 1953, policy statement ? 
Mr. Aanpanw. Yes; I have no c opies of that. 
Any copies that I have were subject to my penciled suggestions and 
returned to the Under Secretary’s office. I have no file on the pre- 
liminary work. 
Mr. Lanican. Do you think it would be possible for the subeommit- 
tee to get a copy of those drafts? 
Mr. Aanpant. In fact T doubt very much if there are any of those 
drafts on file. I know if I were handling it, I would not keep pre- 
liminary drafts on file because they represent immature ideas, and the 
thing that is of importance is the final decision that is made and not 
all the intermediate steps that led up to it. If the drafting had been 
initiated in my office, after I got through drafting and got the final 
document I would not keep the preliminary drafts. 
I would keep basic information. I would keep tables. I would 
keep itemizations of the laws that are involved and that kind of thing, 
but I would not keep the preliminary drafts that represent the be- 
ginning thinking that we had when we started to work it out. 
Mr. Lanican. Now, in the Missouri River Basin criteria as reissued 
on January 25, 1954, in section 7—A, the policy is stated that—I will 
just read it—— 
Mr. Aanpant. What page is that on, please ? 
Mr. Lanican (continuing). To eliminate any doubt as to my para- 
phrasing. This is page 3. 
Mr. Aanpant. And that is the policy for 
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Mr. Lanican. For the Missouri River Basin. 

Mr. Aanpaunu. For the Eastern Division ? 

Mr. Lanican. Western is the one I have. 

Mr. Aanpauu. There are both a western and an eastern. 

Mr. Lanican. I will refer to the western although I believe this 
particular clause isthe same in both, — 

Mr. Aanpaut. I think they are identical in both. 

Mr. Lanican. Page 3, section 7-A: 

The existing contracts of all preference customers and of those nonpreference 
customers that serve communities which by long use have become dependent 
upon such power, to the extent requested by the customer, will be amended to 
extend the term thereof in accordance with item 1 of these marketing criteria ; 
that is, a maximum of 20 years from the present time, and to eliminate, if included 
therein, the option of the United States to withdraw the power for service to 
other customers and to eliminate all control except the requirement that non- 
preference utilities pass savings on to the ultimate consumer. 

First of all, I want to point out that the idea of eliminating the 
recapture provisions, as they are called, is outlined on page 3 of the 
Kimball memorandum. 

Could you tell us the origin of this proposal to eliminate the recap- 
ture provisions as it appeared in both the first and second versions of 
the marketing criteria ¢ 

Mr. Aanpauu. My thinking in that connection, I think, originated 
with the contracts for the disposition of power from the Hoover 
project. There the power is sold both to entities that we now recog- 
nize as preference customers and to entities that are not preference 
customers. Those power sales contracts I believe are—I know they 
are—long-term contracts; I believe they are 50-year contracts. It is 
my opinion that, after a marketing pattern has been established under 
the principles of the preference law if there is some power left that 
is not sold under the preference law and is not going to be needed in 
the next few years by the preference customers, and it subsequently 
is sold on a fairly firm basis to a nonpreference customer, that the 
relationship that is established in the community should prevail, 
should continue, and be renewed as the contracts expire. I think to 
require a withdrawal, which really amounts to forcing those customers 
who are not preference customers to become preference customers if 
they want to continue to have the advantage of the project, is not good 
policy and goes beyond the basic intent of the preference laws we find 
in the statutes of the United States. That is my opinion and that is 
the reason that provision is in there. 

Incidentally, in the Missouri Basin the one specific instance that 
is covered by that provision after we really got into the marketing 
on the Missouri Basin was the then so-called Mountain States Power 
Co., which buys Bureau of Reclamation power in the Casper, Wyo., 
area, and distributes it to customers there. 

Within the last few years the Mountain States Power Co. was pur- 
chased by the Pacific Power & Light Co., and their contract with the 
Bureau of Reclamation is going to expire I believe in 1960, their pres- 
ent long-term contract. It so happens that Pacific Power & Light is 
starting the construction of a steam plant just a few miles from Casper. 
They had ground-breaking ceremonies a few days ago; and they are 
going to be in the position after they get that. steam plant completed 
where they apparently will not need or care for Bureau of Reclama- 
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tion power. I think they will yield their contract at that time. If 
that is done, we, up to the present time and through that time, will 
have no circumstance where we will renew a contract with a private 
or a nonpreference customer where he has been a longtime customer 
of Government power. But I think the basic principle as expressed 
there is sound and very much lived by. 

Mr. Lanican. You are aware, of course, that the power sold at 
Hoover Dam is sold not under the reclamation laws with its prefer- 
ence clause but under the Boulder Canyon Project Act ? 

Mr. Aanpanu. That is correct. 

Mr. Lanican. The Boulder Canyon Project Act which you have 
cited has detailed and somewhat different provisions on preference ? 

Mr. Aanpauu. That is correct. 

Mr. Lanican. You did mention Hoover Dam, but I asked, Where 
did this idea originate? Did it originate from your thinking on 
Hoover Dam, or how did it come about ¢ 

Mr. Aanpanu. I think that an analysis of the arrangement under 
which that Federal power was sold which gave some permanence and 
continuity to a nonpreference customer after he had once established 
a market or a pattern for marketing that power was really the starting 
point in my thinking on this particular problem. 

Mr. Lanican. And when did you start considering that particular 
problem ? 

Mr. Aanpaut. My attention was concentrated on it immediately 
when I came into the Department of the Interior. That is very evident 
by the statements that I made to the committee at my confirmation 
hearing. I had thought about it long before that, but my thinking 
became concentrated. I really got to work on it in earnest the minute 
I was appointed to my present position. 

Mr. Laniean. The policy statement of August 18, 1953, as we went 
through it here, does not seem to have any statement relating to the 
recapture provision or the elimination of the recapture provision ? 

Mr. Aanpauu. There is a very general reference in the policy state- 
ment. I refer you to page 6 of the policy statement and to item No. 3: 

Preference to public agencies and cooperatives: The Department of the Interior 
will operate the federally owned generating and transmission facilities under its 
control for the benefit of the general public, and particularly of domestic and 
rural customers, and the Department will give preference and priority to public 
bodies and cooperatives in disposing of electric energy generated at Federal 
plants. It will be the policy of the Department to dispose of power, remaining 
after provision for existing preference customers, to privately owned public 
utilities serving domestic and rural customers in the area. * * * 

Now the provision of the Missouri 

Mr. Lanican. Had not that been the policy of the Department pre- 
viously ? 

Mr. AanpaHt. I don’t think that there is too much difference in 
that provision, and what has been done previously in the Department. 

The one angle that is a little bit different as we develop this prin- 
ciple in the Missouri Basin power-marketing criteria is: After the 
power available for sale has been used to meet the requirements of the 
preference customers, both for their immediate load and for a reason- 
able period of load growth, the remaining power that we sell to a 
nonpreference customer should go into his system on a reasonably 
dependable and continuing basis. 
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I have felt all the way through that that is a very logical and rea- 
sonable interpretation of the preference law as we find it on our 
statutes. 

Mr. Jonas. Mr. Chairman, at that point may I ask a question ? 

Mr. Cuuporr. Yes, Mr. Jonas. 

Mr. Jonas. Is that on the theory that when power is sold to a pri- 
vate utility and it distributes it to its own customers, those customers 
are American citizens too, they need power too, and they have a right 
to have some reasonable expectation that the power won’t suddenly 
be turned off one day at the whim of a bureaucrat in the Government ? 

Mr. Aanvant, That is correct. In our power policy statement and 
also in the Missouri Basin power-marketing criteria, we established 
the right to check the resale prices of the Federal power, and we 
expect the private utility to pass on any savings that he enjoys by the 
purchase of Federal power to the private citizens who are his consumer 
customers. 

Mr. Jonas. If you do not give them a term that is firm and fixed, 
and if you have the right to withdraw this power at any time, you 
can’t get much for it; can you? Can’t you expect to get more for 
power if you can give somebody a fixed term contract ? 

Mr. AanpauL. Generally speaking I would say that, as far as price 
is concerned, we fix a price for each of the categories of power that 
we have; and that price becomes a firm price irrespective of who the 
customer is. Occasionally when we have very, very short term con- 
tracts, we have to sell for a lesser price than we would with a longer 
contract. 

Mr. Jonas. Do you mean you think you can get the same amount for 
power from a private utility if you have the right to cut it off 
summarily ? 

Mr. Aanpant. The contracts that have had the withdrawal clauses 
in them have had a 3-year notification, which gives the utility an op- 

ortunity to provide replacement power. Generally on contracts that 
nave the 3-year notice in them, the experience of the Department of 
the Interior has been that they have been able to sell the power for the 
stipulated price for whatever element of power is involved. 

Mr. Jonas. One other question and then I will subside. 

Did the contracts entered into with nonpreference customers by the 
previous administration have withdrawal clauses? 

Mr. AanpAHL. Not all of them. Most of them did; a good many 
of them did. ; 

Mr. Jonas. I am thinking of the Reynolds Metals contract which 
takes one-third of Southwestern Power. It did not have any with- 
drawal clause in it ? 

Mr. Aanpanu. There were a number of the industrial contracts that 
did not have a withdrawal clause. 

Mr. Cuvporr. There was a reason for that; because they were short 
of the commodities produced by these industrial plants and the coun- 
try needed them for defense. ‘They were anxious to get going. That 
is why they gave them concessions that they would not give anybody 
else. 

Mr. Jonas. As a matter of fact that gave them a 30-year nonwith- 
drawal clause contract; isn’t that right ? 

Mr. Aanpauu. That is correct. 
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Mr. Jonas. It has a built-in subsidy of about a million dollars a 
year, or $900,000 ? 

Mr. Cuuporr. I agree with you on that. The only thing is, cer- 
tainly they spent a very considerable sum of money building their 
plants. They did not build paper plants. It cost them a lot of 
money, and [ think a lot of corporations other than the Reynolds 
Corp. have gotten subsidies in the form of tax-amortization certifi- 
cates. I don’t think that isa point 

Mr. Jonas. I know; but I just wanted to ask you if this was a brand- 
new change or whether some of the contracts previously negotiated 
included the withdrawal clause. 

Mr. Cuuporr. I don’t want to get into that; we could go on for an 
hour talking about it. 

Mr. Aanpanu. Without checking the records, I cannot identify 
them; but there was just a very small amount of power that was sold 
to utilities under utility contracts to be used by the rank and file of 
the domestic and rural consumers that did not have withdrawal 
clauses in them too. I was going to try to identify one; but I am 
not certain, so I won’t attempt to do that, but that was only for a 
limited amount of power. It is not entirely a new idea. It has been 
given definite expression in the Missour1 Basin power-marketing 
criteria. 

Mr. Laniean. To get back to page 6 of the August 18 statement, 
section 3, which you referred to, I think you stated that the policy 
as it appears there was somewhat similar to the policy that pre- 
viously existed. Did your thinking on the elimination of the recapture 
clause crystallize sometime after the basic policy memorandum was 
prepared ? 

Mr. Aanpanu. My thinking on that developed very early, and I 
had pretty firm notions on it even before I was appointed Assistant 
Secretary of Interior. 

Mr. Lantean. Could you tell us why mention of that was not put 
in this basic policy statement which was issued as the Department’s 
power policy ? 

Mr. Aanpantu. The thing that you are talking about now that ap- 
pears in the Missouri Basin power marketing criteria is a matter of 
detail, and it is covered in general in the broad principle that I have 
referred to. 

Mr. Lanican. The elimination of recapture clauses would be a basic 
change in policy, would it not ? 

Mr. AANDAHL. It isa detail of some significance. 

Mr. Lanta@an. In connection with this August 18 memorandum on 
policy statement, did you suggest at any time in any of the drafts or 
did anyone else working on it suggest that a changed policy regarding 
the recapture clause be put in the August 18 memorandum ? 

Mr. Aanpaut. Oh, I just cannot recall what references might have 
been made. I do know that we were all in unanimous agreement in 
the final draft that was signed. 

Mr. Lanican. Now, regarding section 1 which is “General Facili- 
ties,” on page 2 of the statement, what is there in this particular sec- 
tion which in your opinion indicates that a policy of selling falling 
water at a dam constructed by the Federal Government is a part of the 
policy advocated by the Interior Department? I don’t quite see it 
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here clearly, and I was wondering if it is in here somewhere that I 
cannot see it. 

Mr. Jonas. Pardon me, may I inquire on that? That is a policy 
you could not adopt without congressional authority anyway, isn’t it? 
That would not go ina policy statement ? 

Mr. Aanpauu. It deals with the construction of a project and would 
have to be provided for in the authorizing legislation. 

Mr. Jonas. I understood you to say, in response to a similar question 
earlier, that it was just a recommendation that the Secretary made to 
Congress; and you recognized that it would require congressional 
sanction before such a policy could be followed ? 

Mr. AanpAHL. Yes; and I would like to further state that the entire 
second paragraph on page 2 under the heading of “General Facilities” 

carries out the general principle of that possibility by saying that “the 
oclinees responsibility for supplying power needs of an area rests 
with. the people locally;” by saying that the Department does not 
assume the exclusive right or ‘responsibility , and saying that it will not 
oppose the construction 1 of facilities which local interests either r private 
or public, are willing and able to provide. 

Mr. Lantean. Then your interpretation of the statement that the 
Department does not assume it has exclusive right or responsibility 
for the construction of dams or the generation, transmission, and sale 
of electric energy in any area and of the following sentence which I 
will read : 

* * * In general, it will not oppose the construction of facilities which local 
interests, either public or private, are willing and able to provide in accordance 
with licenses and other controls of the Federal Power Commission or other 
appropriate regulatory agencies and which are consonant with the best develop- 
ment of the natural resources of the area. 

Is it your interpretation of this language that it states a policy fa- 
vorable to the sale of falling water ata Federal dam? 

Mr. Aanpauw. I would say that paragraph in its entirety opens the 
door and places new emphasis on the partnership approach to the 
supplying of power in any area. It has found sizable expression in the 
Pacific Northwest. There are now, either under construction or very 
near the construction stage, non-Federal projects in the Columbia 
Basin having a proposed installed hydrogenerating capacity of nearly 
4 million kilowatts. That is an area where just a few years ago the 
common cry we heard was a shortage of power and the necessity of 
the Federal Government going in and spending $300 million or more 
per year to supply the needed power in the area. 

This paragraph has become an invitation to local interests to work 
with the Federal Government and do the most they can do to meet the 
power requirements of the area. It has been most successful. And 
incidentally, under this partnership arrangement, we have all kinds of 
combinations that are taking place. You go to one extreme, and you 
have the development of a “Hells C anyon site entirely by a private 
utility. 

You go farther downstream, and you come to Priest Rapids, and 
there you have Grant County, a publie- utility district—public power— 
in the State of Washington preparing to construct the project. The 
project will, I think, be under construction inside of a month or two. 

You go farther down to the John Day proposal which has never 
been approved by Congress. The engineers are moving forward with 
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it; but there you have a group of utilities in the area, mostly private, 
possibly a public unit or two, offering to supply most of the money 
that the Corps of Engineers needs to build this Federal project, to be 
repaid by the availability for their use of the power generated in the 
project. 

You come down to the Trinity project in California, and we have an 
arrangement there where the Federal Government needs to develop the 

roject for irrigation purposes. We need to move the water from the 
Trinity River over into the Sacramento Valley for irrigation purposes. 
There is a power potential, and we have an opportunity here of prob- 
ably working out a contract that will be of decided advantage to every- 
one involved, where the Federal Government does not need to make 
the $50 million investment in the power facilities. 

So you can go all the way from falling water and local entities being 
in direct partnership on the project with the Federal Government, to 
projects that are built either by public or private power in the area 
entirely on their own. 

We have other projects where the Federal Government agrees to 
grant to the construction entity the amount of money that can properly 
be allocated to flood control and benefits of that kind, with the local 
entities supplying the additional funds that are needed. 

Mr. Lanican. We were speaking of the proposal of selling falling 
water. You said that there were 4 million kilowatts under con- 
struction in the Pacific Northwest. 

Mr. Aanpauu. I said “under construction or about to be placed 
under construction.” 

Mr. Laniean. About to be placed under construction. 

But, of those, there is only one which might be called a partnership 
project in the sense that the Government is participating in the con- 
struction; is that not right? 

Mr. Aanpaut. Of the 4 million that I mentioned—and I have a 
list here—the projects I mentioned are all non-Federal construction. 

Mr. Lanican. Non-Federal ? 

Mr. AanpAnt. Non-Federal construction. 

Mr. Lanican. Then they are not situations in which the falling 
water is being sold? 

Mr. AAnpant. That is correct; but this last paragraph has a very 
broad application and, as you get to measuring individual projects, 
you will find considerable variance in detail. 

Mr. Lanican. Without going into the merits of the various proj- 
ects, which are, of course, arguable and which we could discuss 
at great length, I still don’t see where there is anything in here which 
relates to the sale of falling water. 

There is a difference between constructing a project which you 
mentioned as occurring in the Pacific Northwest, and the sale of fall- 
ing water in connection with a Federal dam. 

Mr. Jonas. Mr. Chairman, may I respectfully inquire what dif- 
ference does it make whether it is in there or not? He has asked that 
question 3 or 4 times. I don’t want to be obnoxious, but I frankly 
cannot see any point in extending an inquiry into a subject like that. 
The facts are on the record. 

Mr. Cuvuporr. I think, Mr. Jonas, you interrupted the question in 
the middle. 
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Mr. Jonas. It was going to be the same one he asked twice. 

Mr. Cuuporr. Let him finish the question, and I will see what he 
wants to ask. I think it is presumptuous to say how he is going to 
end the question. 

Mr. Lanican. What I was going to ask was this: When did the 
thinking on the sale of falling water in a project such as Trinity or 
other projects actually crystallize in the Department ! 

Mr. Aanpaut. I believe that the suggestion was first made at a 
House committee hearing held in California in the area of the Trinity 
development. Now, Iam not sure of the exact location, up somewhere 
from Sovraauain I believe Pacific Gas & Electric came in and 
offered to buy falling water. I think the idea first found expression 
in an offer from Pacific Gas & Electric at a House committee hearing 
held out there. 

Mr. Laniean. And when was that? 

Mr. Aanbaut. I don’t recall just when it was. It was several years 
ago, and it was prior to the recommendation that Secretary McKay 
made. I think that was the first suggestion of the idea. 

Mr. Lanican. Now under a proposal whereby a private utility such 
as P. G. & EF. builds the power facilities at a dam otherwise constructed 
by the Federal Government, wouldn’t such a construction eliminate 
the applicability of the preference clauses of the reclamation laws and 
the other laws under which Federal projects have been built? 

Mr. Aanpanu. If the power is installed by a non-Federal entity, 
unless there was provision in the authorizing legislation that specifi- 
cally so set it up, the power would not be subject to the preference law. 

Mr. Lanican. And then I have just one other question. 

Mr. Aaxpauu. However, I again want to call your attention to the 
fact that in the case of the Trinity project, it is estimated that some 
75 or 80 percent of the power is going to be needed for irrigation 
pumping on the San Luis project. Whether the Government builds 
the powerplant or P. G. & E. builds the powerplant, there will have 
to be an integration contract with P. G. & E. that will redeliver 75 
to 80 percent of the Trinity power back to the Bureau of Reclamation 
or to the irrigation district for irrigation pumping on the San Luis 
project. 

Mr. Lanican. There was one other matter I wanted to get straight 
because I think Mr. Jonas asked a question on it. Have you had any 
ruling from the Solicitor’s Office or any other ruling to the effect that 
you have to have additional legislation in all cases before an agree- 
ment can be entered into whereby the falling water is sold to a private 
utility and the electric generation is undertaken by them ? 

Mr. Aanpanu. We have no such opinion, nor has any such opinion 
been requested as far as I know. 

Mr. Lanican. Does the Department, to your knowledge, have any 
position on whether or not additional legislation would be necessary ? 

Mr. Aanpant. I am not certain of the record, but I believe that at 
the time the authorizing legislation for the Trinity project was be- 
fore the Congress, the Department concurred in the opinion that in 
this particular instance there would have to be authorizing legislation. 

Mr. Lanican. That would be, as far as you know, limited to one 
situation ? 
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Mr. AanpAunu. As far as I know, the thinking and the comments 
that were made were limited to that one project at the time. That 
does not mean they would not have broader application. 

Mr. Lanican. Then as to broader application there has been no 
position one way or the other? 

Mr. AanpAutu. As far as I know there has not. 

Mr. Lanican. That is all I have. 

Mr. Cuuporr. Mr. Jonas? 

Mr. Jonas. Were the Kimball suggestions in his speech brandnew 
or do they not follow the line that the private utilities have an- 
nounced for years? 

Mr. Aanpanu. As I glanced through them at the time, I am sure 
I was of the opinion, and I am again of the opinion as I look at them 
now, that they represent the general point of view that the utilities 
have had all through the years. 

Mr. Jonas. Would you say in retrospect, Governor, as you sit here 
now, and will you tell the subcommittee, whether the contents of this 
red booklet or the Kimball speech had the effect of controlling or 
influencing any decision that the Department of the Interior has ever 
made since they were received ¢ 

Mr. Aanpant. It had no effect upon my thinking at all that I can 
remember or identify. 

Mr. Jonas. If any actions the Department took subsequently thereto 
seemed to have any relationship whatsoever to any of the points by 
Kimball, would you say that was accidental or caused by reason of 
the Kimball speech or otherwise ? 

Mr. AanpauL. It was in no way caused by anything that Kimball 
said or did. It would be entirely coincidental. I might further com- 
ment that, as indicated in my testimony before the committee when my 
appointment was confirmed, I have a very definite feeling that the 
trend of the previous power policy was in the direction of nationaliza- 
tion of the electric business, and anything that this administration 
might do that pulls away from that trend is bound to be questioned 
by the ardent proponents of public power and is bound to conform in 
some degree to the opinions the private enterprise people have. That 
is just a natural consequence. 

Mr. Jonas. Has the Department to your knowledge violated the 
preference clause or any other laws of Congress ? 

Mr. Aanpaut. No; I am confident that we have followed both the 
wre and the spirit of the preference law in every contract we have 
made. 

Mr. Jonas. The mere fact that we do have some laws on particular 
subjects does not prevent you from using your mind and thinking 
and developing policies if they come within the purview of your re- 
sponsibility to develop policies. 

Mr. Aanpauu. That is correct; and we have been very cautious all 
the way through to follow the statutes of the United States. 

Mr. Jonas. That is all. 

Mr. Cuuporr. Mr. Aandahl, I am not going to ask you very many 
questions because counsel certainly asked you plenty. But I am try- 
ing to learn a little bit about this, being from the East; and I have 
responsibility not only to my constituents but to the Nation. 

Now, we had a number of witnesses from the Rocky Mountain States 
power companies testify that the preference clause was unfair, it was 
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un-American, and it was one of the worst things that could ever hap- 
pen in the United States, as far as they were concerned. 

Now, suppose some brave Congressman—and I think he would have 
to be brave to do it—would introduce a bill to provide for either the 
repeal or modification of the preference clause in the Flood Control 
Act and the other acts where it appears and send it to the proper com- 
mittee. Then suppose the committee, in accordance with its usual 
procedure to determine whether it is good legislation or bad legisla- 
tion, would send a request to the Department of the Interior, which I 
presume would eventually get to your hands or you would hear about 
it, as to whether or not the Department felt that this legislation which 
would repeal or modify the preference clause was good. 

What would be the policy of the Department in a situation like that? 

Mr. Jonas. I object, unless you want to answer it. 

Mr, AanpaBt. I am very willing to answer the question. I would 
not attempt on my own, without consultation with the Secretary and 
the other people in the Department of the Interior, to tell you what the 
policy of the Department of the Interior would be. 

I would, however, like to call your attention to the statement that 
I made to the committee which I read just a little while ago, in which 
I said that I thought the preference law was a good law. 

Mr. Cuuporr. Governor Aandahl, I do not want to bind the Depart- 
ment by what you say because perhaps you are not their authorized 
agent at this particular time; but you probably have some personal 
views on that. 

Mr. AanDAuL. Yes, and my personal views were expressed here, 
when I said I thought the preference law was a good law. 

Mr. Cuuporr. Then you do not think it is un-American, do you! 

Mr. AAnpant, I think that the way it has been used in some in- 
stances is undesirable and goes beyond the purpose and the intent of 
the preference law. 

Mr. Cuuporr. Do you think it is unfair? 

Mr. AAanpDAHL. Basically I think the preference law serves a useful 
purpose, and I am persnnee interested in it as it makes power 
available for rural electric cooperatives. The rural electric coopera- 
tives have a particularly difficult task in distribution of power because 
they have long distances of transmission and few customers; and, if 
there is a price advantage that can be given to anyone in our society, 
I think it is to the rural customers. Probably you can say that I am 
prejudiced because in private life I am a farmer and my home is 
electrified by REA power. 

Mr. Cuuporr. There is only one thing that makes me wonder. You 
said that you were in favor of the partnership plan, and you also said 
that under the partnership plan there att be no preference cus- 
tomers. Now, how do you reconcile that with the fact that you say 
there ought to be a preference clause? 

Mr. AANDAHL. Well, there should be a law insofar as we have Fed- 
eral power. But the Federal power that we have should not be gener- 
ated for the purpose of supplying the power needs of an area but 
only as it becomes incidental in these multipurpose developments. 
That should be the limit, and that limited amount of power can ad- 
visedly be sold under the provisions of the preference law. 

Mr. Jonas. Mr. Chairman, I am going to object to any further pur- 
suit of that subject. 
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Mr. CHuporr. You don’t have to object because I am not going to 
ask any more questions about it, so you can withdraw your objection. 

I am just trying to learn something about power. I think it is 
wonderful—it would be wonderful, rather—if some of our eastern 
Congressmen, or some Congressmen not affected by these problems, 
would learn a lot about this, because I think it is a very important 

roblem as far as the people of the United States are concerned. That 

is the only reason I asked you the question. 

Now I want to ask you another question. In this red booklet there 
is a lot about socialism, and in the course of the hearings we had a lot 
of questions about socialism. I am trying to find out where socialism 
starts or stops in this kind of a thing. 

One of the witnesses testified that he had no objection to the Gov- 
ernment building a multipurpose dam which resulted in some hydro- 
electric power. That was not socialism; but, the minute that the 
Government started to distribute the power, it became socialism. 

Now, of course, there has been a lot of argument on both sides of 
this question. Some people said as soon as they distribute it to a 
preference customer, it became socialism. 

I asked this witness, “Is it socialism if the Government generates 
electricity at a dam and gives it to the private companies? He said 
no, it was socialism when they give it to a preference customer. 

Mr. Jonas. Pardon me, sir. I don’t have quite that recollection. 

(Off the record.) 

Mr. Cuuporr. I would just like to know whether you have any 
personal opinion as to where socialism starts or ends in this thing? 

Mr. Aanpant. In my thinking I have only a very general definition ; 
but I feel that whenever the Government goes into the business of 
producing and marketing a commodity, it is engaged in a socialistic 
venture, and it does not make any difference who the customer is. 
It can be a preference customer or a nonpreference customer in the. 
case of electric power. 

There are some projects that fall in the category where I think 
the Government can properly proceed with the project, even though 
there is an element of socialism in doing it. Basically, I am an ardent 
supporter of the free enterprise system, and I do not want to see the 
Government get into any business that can be handled properly by 
some other entity. 

Mr. Cuuporr. In other words, what you are trying to tell me is 
a little bit of socialism is not too bad sometimes ? 

Mr. Aanpant. I don’t like to go that far in the statement because 
pretty soon you get in the category of being a supporter of socialism, 
which I am not. 

Mr. Cuuporr. I want to take you one step forward. 

Suppose you and Mr. Lanigan and I, we all had private schools 
and we called a meeting in Washington and said, “Look, we can make 
a lot of money in this private school business, and we are getting com- 
petition from the State of Pennsylvania, the city of Philadelphia, 
and a lot of these people operating schools. 

“Now let’s go out and yell. This is socialism. Your children are 
going to socialistic schools. We want to try to eliminate all those 
schools.” 

Would you say that would be socialism, the operation of a school by 
a local or State government ? 
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Mr. Aanpaut. No; that is not correct. 

Mr. Cuuporr. Education is a commodity. 

Mr. AanpAHL. Just a minute. 

Iam talking about the produc tion and the sale of a commodity. We 
have free schools; we don’t sell that, It is an entirely different thing. 
It does not approach socialism. 

Mr. Cuuporr. All right ; now, just one other question and I am going 
to be through. I hear a lot of talk about free en terprise, that the Gov- 
ernment is inter fering with free enterprise by marketing electricity, 
making electricity. That should go to the companies that want to 
make it. 

Isn’t it true that actually the sale of electricity or any utility, gas, 
electricity, water, transportation at certain places it not free enter- 
prise? It is dependent upon a monopoly franchise and a subdivision 
of the Government which has a right to give a franchise. 

Mr. Aanpaut. Oh, yes. Many ‘of the utilities are such that they do 
not lend themselves to competition in the immediate area in which 
they are operated. They are given a franchise, and they are subject 
to the control of regulatory bodies because of their nature. 

Mr. Cuvporr. These co- ops and these REA’s, because of certain 
competition that they give to the private comp: anies, do force the com- 
panies, No. 1, to give better service, and No. 2, to give the lowest 
possible 1 rate! 

Mr. AanpauL. We have something more than that in the coopera- 
tives. The cooperative movement is meeting the needs of a group of 
customers, a group of American citizens who, because of the high 
cost of transmission and the difficulty of bringing power to them, were 
not able to get it. It was not attractive to private enterprise as we 
normally understand it. 

I think of cooperatives as a form of private enterprise. They are 
organized as a cooperative corporation, and it is not Government 
ownership. They are financed by a Government loan. 

Mr. Cuvuporr. That is right. 

Mr. AANDAHL. But it is a group of local people who are engaged 
in private enterprise, and I have only praise for the cooperative move- 
ment. I am disappointed in some of the political philosophy and pur- 
poses that certain leaders have given expression to; but as far as the 
basic rural electrification movement is concerned, I am a strong sup- 
porter of it. I think it is a wonderful thing for the country. 

Mr. Cuuporr. I have no further questions. 

Mr. Jonas. I have none. 

Mr. Cuuporr. That closes the hearings on this phase of the power 
study. 

(Whereupon, at 12: 25 p. m., the subcommittee was adjourned. ) 








APPENDIXES 


{Note.—The page numbers given in brackets in the following item will relate 
the material immediately preceding each number to the appropriate page of 
the actual booklet. ] 


APPENDIX I.—THE FepERAL PowEeR PROGRAM—ITS BACKGROUND, GROWTH, AND 
CONSEQUENCES 


The principal investor-owned power companies serving the 
Rocky Mountain area have prepared this booklet of factual infor- 
mation with the thought that it will be useful to the Secretary of 
the Interior and his Department. [Inside of front cover.] 


BACKGROUND OF THE FEDERAL POWER PROGRAM 


[Central Library—Received November 17, 1955—Library, Department of the 
Interior. ] 


The original conception of federally produced electric energy was contained 
in the Reclamation Act of 1906 which provided that wherever incidental power 
was developed on irrigation projects, the Secretary of the Interior was author- 
ized to lease “any surplus power or power privileges,’ giving preference to 
municipal purposes. 

The first major multiple-purpose project in the West was Hoover Dam, auth- 
orized by the Boulder Canyon Act of 1928, but in this instance, the Secretary 
of the Interior was authorized to market the electric power to municipal and 
private corporations at the bus bar. Widespread marketing of power was not 
a primary purpose. 

The Federal power program, as it is now constituted, was conceived by the 
New Deal planners of the Roosevelt administration and has expanded along lines 
set forth by such planners during the past 20 years. 

Subsequently, some plans for power developments were set forth by the Bu- 
reau of Reclamation and Corps of Engineers, but the Federal Government did 
not have a master plan of power development as such until President Roosevelt 
embarked on the building of projects immediately after taking office. 

The master blueprint of the Federal power program was contained in the 
Tennessee Valley Act of 1933, the Grand Coulee Act, the Bonneville Act of 1937, 
the Fort Peck Act of 1938, the Reclamation Act of 1939, and the Flood Control 
Act of 1944. In these measures, preference was extended to all types of public 
bodies and cooperatives, agencies were either formed or designated to carry 
out marketin, policies, and the extension of Federal owned and operated trans- 
mission lines was promulgated. 

It was on the basis of these acts—and executive orders and interpretations 
within the Department of the Interior—that the Federal power program grew to 
the scope that it has achieved today. [P.1.] 


ICKES CHANGED COURSE OF POWER POLICY 


Two interpretive orders signed by the then Secretary of the Interior, Harold 
L. Ickes, set 2 new course for Federal power planning and embarked the Gov- 
ernment on a: program of development and promotion designed to put it into 
direct competition with the investor-owned utilities of the Nation. 

His executive order of November 21, 1945, which authorized the disposition 
of electric energy produced by the Government in the Southwest, directed the 
Southwestern Power Administrator to take responsibility for interconnecting 
and integrating the operation of all Government-owned electric facilities and for 
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interconnecting Government plants with other electric power systems, purchas- 
ing energy from or selling energy to those systems. 

The order also authorized the making of surveys to aid the development of new 
markets and authorized SPA to advise and assist public bodies in acquiring 
distribution systems whether they were presently purchasers of Government 
power or merely potential customers. 

Less than 2 months later, on January 3, 1946, Secretary Ickes wrote his mem- 
orandum on power policy in which he advocated: 

1. Hydroelectric generation at all possible projects, with steam standby 
and reserve facilities “where necessary.” 

2. Integration of all Government plants by transmission ties and trans- 
mission lines to all “existing and potential’ wholesale markets, such lines 
being owned and operated by the Government. 

3. Active assistance in the organization of public agencies and cooperatives 
on the grounds that the Department’s objectives could not be attained “by 
merely waiting for preferred customers to come forward and offer to pur- 
chase power.” 

4. Government assistance to public agencies and cooperatives in promot- 
ing their programs and operations, and assistance in building diversified 
loads and markets for preferred customers. 

The following pages show what the result of those policies has been. 

The chart on the opposite page shows the tremendous growth of the Federal 
power program in the last 20 years. 

Although the first Federal powerplants were constructed under the Reclamation 
Act of 1902, they were extremely small and were designed only to provide energy 
for irrigation pumping and to supply suprlus power to farmers on irrigation 
projects close to the plants. It was not until the advent of the New Deal that 
the Federal Government began developing its blueprint for wide-scale power 
production without relationship to irrigation or reclamation. 

In 1912, there were only two Federal powerplants in service with total in- 
stalled capacity of 7,500 kilowatts. By 1922, this capacity had dropped to 7,187 
kilowatts. At the outset of the Roosevelt administration, in 1932, Federal power- 
plants in service totaled 221,790 kilowatts, but 10 years later, in 1942, Federal 
power capacity had grown nearly 15 times as large to 3,215,819 kilowatts. At 
the close of 1952, there were 74 Federal generating plants in service with total 
installed capacity of 9,791,450 kilowatts. [P. 2.] 
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THE GROWING FEDERAL POWER PROGRAM 
GENERATING CAPACITY IN SERVICE - DECEMBER 1952 


9,791,450 KW 


3,215,819 KW 


221,790 KW 


1932 1942 1952 
[P. 3] 


The maps on the following page show graphically the change that has taken 
place in 20 years. In 1932, the Federal Government had only 11 powerplants in 
service, with one other, Hoover Dam, under construction. The powerplants in 
operation were located principally in the West and were, for the most part, de- 
signed to supply nominal amounts of power for irrigation projects. The only 
major operating project was Wilson Dam in Alabama with 184,000 kilowatts. 

Twenty years later, Federal powerplants in service, under construction, and 
proposed covered practically the entire Nation with the greatest concentration 
located in the Pacific Northwest, Tennessee Valley, and Rocky Mountains. At 
the end of 1952, there were 758 generating stations with nearly 69 million kilo- 
watts of capacity in the Government’s current and proposed program. [P. 4.] 
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With the Federal Government’s program for power generation plants has come 
a plan to blanket the Nation with federally owned and operated transmission 
lines, many of which parallel and duplicate the facilities of existing suppliers. 

As the chart on the following page shows, this plan has developed in the last 
20 years. In 1932, the Federal Government had no transmission lines of 60,000 
volts or higher in service. At the end of 1952, there were 20,544 miles of high- 
voltage transmission lines in operation throughout the Nation, and Federal agen- 
cies have plans for many thousands of additional miles of such facilities. 

Of the lines now in service, 8,216 miles are owned and operated by the Ten- 
nessee Valley Authority; 6,418 miles by the Bureau of Reclamation; 4,954 miles 
by the Bonneville Power Administration, and 966 miles by the Southwestern 
Power Administration. [P. 6.] 


GROWTH OF THE FEDERAL TRANSMISSION LINE PROGRAM 


1932 
NO FEDERAL LINES 


- LEGEND - 


CONSTRUCTED ANO UNDER CONSTRUCTION 1952 
PROPOSED 20,554 MILES OF LINES 


(P. 7.] 


Today, the Federal power program has grown to gigantic scale. At the present 
time, there are 9,791,450 kilowatts of capacity in service and 10,728,400 kilowatts 
additional under construction. Authorized projects would add another 8,751,775 
kilowatts, and the various Federal agencies now engaged in power production 
and planning have plans for the development of 39,699,925 kilowatts at projects 
which have been approved or are proposed for future consideration. [P. 8.] 
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FEDERAL POWER PROGRAM TODAY 


TOTAL*68,971,550 KW 


APPROVED 
OR PROPOSED 
39,699,925 KW 


UNDER CONSTRUCTION 
10,728 ,400 KW 







IN SERVICE 
9,791,450 Kw 


[P. 9.] 


The trend of Federal power in relation to total generating capacity is shown 
in the chart on the opposite page. In 1933, generating capacity owned and 
operated by the Federal Government was less than 1 percent of the total installed 
capacity in the Nation. During the next 8 years the percentage of federally 
owned generating capacity rose rapidly to 5.59 percent at the outset of World 
War II. The gain during the war was increased sharply due to programs ap- 
proved on the basis of defense production. The Federal Government’s ratio 
remained about the same during the 6 postwar years because the investor-owned 
utilities, which had been handicapped by material shortages, got their tremend- 
ous expansion program underway. If present plans of Federal agencies are 
earried through, however, the percentage of generating capacity owned and 
operated by the Federal Government will jump to more than 15 percent by 1955. 


[P. 10.] 
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PROPORTION OF GENERATING CAPACITY IN UNITED STATES 
OWNED AND OPERATED BY FEDERAL GOVERNMENT 





(EXCLUSIVE OF INDUSTRIAL PLANTS) IS yee 
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iP. 3e 


The cost of the Federal power program, as it is now outlined, would total 
approximately $33 billion. 

Included in the total are: $7,009 million expended to June 30, 1953, and -neces- 
sary to complete projects now under construction ; $20,200 million which would 
be needed to construct the 40,400,000 kilowatts of hydro capacity now authorized 
or proposed but not yet under construction ; $1,440 million required to construct 
steam electric generating plants now being proposed; $3,829 million for addi- 
tional transmission facilities which Federal agencies seek to build, and $276 
million in additional general plant. 

Where the ultimate plans would lead can only be guessed at. The President’s 
Water Resources Policy Commission has estimated that the total cost of the 
nationwide Federal power program would be from $70 billion to $115 billion. 


[P. 12.] 
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COST OF PRESENTLY-PROPOSED FEDERAL POWER PROGRAM 


TOTAL 
$ 32,754,000,000 
ADDITIONAL GENERAL PLANT 7” FOR NEW 


$ 276,000,000 TRANSMISSION 
$3,829,000,000 


REQUIRED TO BUILD —~ 
PROPOSED STEAM PLANTS 
$1,440,000,000 


REQUIRED TO BUILD 
PROPOSED HYDRO 
$20,200,000,000 


MONEY SPENT OR 

NEEDED TO COMPLETE 

PROJECTS UNDER WAY 
$7,009,000,000 


[P. 13.] 


The cost of the Federal power program is a source of concern to many people 
today, not only because of the tremendous size of the program but because of the 
past history of rising cost estimates after projects have been started. 

The Central Valley project of California, whose history is traced in the chart 
on the opposite page, is a typical example. When the project was authorized 
in 1937, its cost was estimated at $170 million. Today, more than twice that 
amount—$383,504,038—has been obligated on Central Valley and it still is not 
completed. The total estimated cost now is fixed at $661,354,859, an increase of 
289 percent over the original estimate. 

Here are other examples: 


Project Original Latest 
estimate estimate 


Boysen Dam, Wyo — : , 202, $34, 320, 515 
Colorado-Big Thompson. .-.......-----.------- cain tidaadacerevauras : , 000, 160, 331, 442 
BORWER SOO, DPM. GG NOV oicssiesccnscnsescusccccnccses iweouts aiiaienbshhe i 117, 352, 960 
a eer eae Re Fie ain se eee ae , 000, 
is ora acca aint ia eimai eabepaabloaieiesrseneina bai aN 5, 000, 97, 
Garrison, N. Dak , 000, 

I TI oii sone wiheneinnentanmmie 
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Testimony developed by the House Civil Works Subcommittee in May 1952 
brought out the discrepancy between allocations made to power by separate 
agencies of the Federal Government. A study of 12 power projects in service, 
under construction, and authorized in the Southwest revealed that the South- 
western Power Administration allocated about $200 million less to power than 
did the Corps of Engineers. Annual power charges estimated by SPA were ap- 
proximately $9,500,000 lower than those set up by the Corps of Engineers. 
Thse differences, of course, have important bearing on funds to be reimbursed 
to the Federal Government from such projects and may affect power rates. 

[P. 16.] 
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ANNUAL 
POWER CHARGES 
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(P. 17.] 
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$ 418,354,880 
SOURCE — HOUSE HEARINGS-STUDY OF CIVIL WORKS MAY 1952 
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The development of powerplants and the extension of transmission lines have 
placed emphasis on the Federal power marketing agencies such as the Bonne- 
ville Power Administration, Tennessee Valley Authority, Southwestern Power 
Administration, Southeastern Power Administration, and Bureau of Reclama- 
tion. Together, their combined sphere of influence now covers more than three- 
quarters of the Nation. 

These agencies in the last 20 years have developed policies of promulgating and 
fostering a so-called preference class of customers and have sought to extend 
public ownership for the purpose of creating new and wider markets for federally 
produced power. In so doing, they have twisted the preference clauses in exist- 
ing Federal acts in an effort to justify the construction of powerplants and 
transmission facilities far beyond the limits originally intended for the role 
Federal power was toplay. [P.18.] 


FEDERAL ELECTRIC POWER MARKETING AGENCIES 


OF RECLAMATION 
Batt he ee 
SONS NOW: PREEMBTED 


4 


[P.19.] 


Actually, the ratio of so-called preference customers to total electric customers 
in the United States is so small that widespread promotional activity of Federal 
power marketing agencies is not justified. 

In 1951, 83.7 percent of the kilowatt-hours sold to ultimate consumers was 
supplied by the investor-owned utilities, while only 16.3 percent went to preferenc 
customers through public bodies. Numerically only slightly more than 20 per- 
cent of the ultimate consumers in the United States qualified as preference 
customers while nearly 80 percent were the customers of investor-owned utilities. 


[P. 20.] 
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VAST MAJORITY OF CONSUMERS 
ARE NON PREFERENCE’ CUSTOMERS 


FEDERAL GOV'T.-5.1% FEDERAL GOV'T. - %9 OF 1% 
V_ REAs,PUDs,ETC.-4.4% ¥ REAs,PUDs,ETC.-8.6% 
MUNICIPAL ; (MUNICIPAL 

GOV'T. GOV'T 

6.8% 1.4% 
te y lA 


cr 


INVESTOR -OWNED INVESTOR -OWNED 
UTILITIES UTILITIES 
83 7% 79.7% 


PERCENTAGE OF KWH SALES PERCENTAGE OF ULTIMATE 
TO ULTIMATE CONSUMERS CONSUMERS SERVED 


[P. 21.] 


The investor-owned electric industry has been in existence in the United 
States for almost 75 years. During that entire time and up to the end of 
1952, it has put $22% billion into generating plants, transmission lines, and 
distribution facilities to serve practically all the people in the Nation completely 
and efficiently. 

However, the proposed Federal power program as it has been outlined during 
the past few years would obligate the spending of $32%4 billion, or $10 billion 
more than the total investment of the private utilities. [P.22.] 
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FEDERAL POWER PROGRAM VERSUS UTILITIES INVESTMENT 


TOTAL FEDERAL 
$ 32,754,000,06 
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FEDERAL 
EXPENDITURES* 
$5,049,000,000 


* MONEY SPENT ANDO APPROPRIATIONS TO JUNE 30,1953 


[P. 23.] 


And the investor-owned utilities are doing everything they can to meet the 
growing need for electric power, now and in the future. 

Since World War II, the utilities have spent more than $12 billion for new 
plant in a great expansion program—seven times the money spent by Federal 
power agencies during the same period. And in the last 6 years, the utilities 
have installed 23,834,454 kilowatts of new capacity, compared with 4,740,200 
kilowatts installed in Federal plants. 

This should be conclusive evidence that private investment can and will build 
all necessary power facilities to serve the people. [P. 24.] 
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POWER EXPANSION PROGRAM-1947-1952° 
INVESTOR OWNED UTILITIES VS FEDERAL GOVERNMENT 


23,834,454 KW 


$ 12,039,000,000 
PRIVATE 


PRIVATE 
(INCLUDES 
EXTENSIVE 


DISTRIBUTION 4,740,200 KW 
FACILITIES ) 


$ |,700,000,000 


DOLLARS KILOWATTS 
* INCLUSIVE 


[P. 25.] 


Because investor-owned utilities must provide a return on the investment 
made by their owners, they have developed cost-consciousness that has resulted 
in more efficient, more economical construction and operation. 

The opposite chart demonstrates the economy of private planning and construc- 
tion. When Federal agencies studied the Cabinet Gorge Dam site on the Clarks 
Fork River between Montana and Idaho, they estimated cost of construction 
would exceed $75 million. Yet the Washington Water Power Co. built the dam 
and powerplant for $42,577,000, or about 44 percent below the Government 
estimate. [P. 26.] 
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FEDERAL ESTIMATE VERSUS ACTUAL COST OF DEVELOPMENT 
BY AN ELECTRIC UTILITY COMPANY 


FEDERAL ESTIMATE 
$75,625,000 


ACTUAL COST 
$42,577,000 


CABINET GORGE 
( STATE OF WASHINGTON ) 


[P. 27.] 


Another striking example of the difference between the cost of Federal power 
development and private construction may be found on the same watershed in 
western Montana. The Montana Power Co.’s Kerr Dam cost $11 million for 
112,000 kilowatts of capacity, while the Reclamation Bureau’s Hungry Horse 
project, only 50 miles away, will cost $103,500,000—more than 9 times the money 
for 2144 times as much capacity. Although the two plants were constructed at 
different times, the difference in construction price levels accounts for only a 
fraction of the total cost diversity. [P.28.] 
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THE “CHEAP POWER" MYTH IN THE NORTHWEST 
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(P. 29.] 


The investor-owned utilities are taxpaying partners in every community they 
serve, paying 23 cents out in taxes for every $1 in revenues. In contrast, public 
power escapes all Federal taxation and makes only token payments in lieu of 
taxes to State and local governments. 

In 1952 the Nation’s electric utility companies paid approximately $1,228 
million in taxes, including $756 million that went to the Federal Government and 
$472 million which went to local, county, and State governments to help operate 
schools, build roads, and provide services for the people. 

Public power would have paid $118,730,000 in Federal taxation alone if it were 
subject to the same levies that are applied to the utilities. [P.30.] 
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OUT OF BALANCE 
FEDERAL TAXES LOST OW PUBLIC POWER 
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TOTAL 
$ 118,730,000 


[P. 31.] 


The chart on the following page explains the changing role of the Bureau of 
Reclamation and its preoccupation today with the development of electric power. 

From its inception in 1906 to 1932, the Bureau constructed works for or assisted 
in reclaiming 2,769,605 acres of land which were put under irrigation in the 17 
Western States. In the past 20 years, with growing population and an expanding 
need for food and fiber, the Bureau has participated in the irrigation of 3,106,395 
acres of land, much of it involving supplemental water, or just 12 percent more 
than was put under water in the first 26 years of the Bureau’s activities. 

The last 20 years, however, has seen a tremendous change in the Bureau’s 
attitude toward electric power. In the first 26 years of its existence, the Bureau 
constructed only a few powerplants totaling 37,790 kilowatts, but since 1932 it 
has installed 4,383,410 kilowatts of power—much of it without regard to irriga- 
tion and not connected with irrigation projects. 

This situation is disturbing to many westerners. [P.32.] 
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THE CHANGING ROLE OF THE BUREAU OF RECLAMATION 


4,383,410 


K 1933-1952 
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11,500% 


3,106,395 
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AGRES PUT KILOWATTS OF 


UNDER IRRIGATION POWER INSTALLED 
[P. 33.] 


Of great concern to many people is the fact that the Federal power program in 
recent years has followed policies which would lead to the same results as those 
advocated by the Socialist Party and proponents of public ownership. 

This Socialist thinking is shown by the quotations below. Such a program was 
adopted in England and failed, and attempts now are being made to eliminate it. 

[P. 34.] 


THE SOCIALIST APPROACH 


All business vitally essential for the existence and welfare of the people, such 
as railroads, express service, steamship lines, telegraphs, mines, oil wells, power- 
plants, elevators, packinghouses, cold-storage plants, and all industries operating 
on a national scale, should be taken over by the Nation.—1920 Socialist platform. 

The control of electric power * * * will obviously carry with it the control 
of the industries of the Nation, the control of transportation, of mining and 
agriculture. * * * It will also dominate and determine very largely the domestic 
life of the people-—Carl D. Thompson, Socialist leader, 1925. 

Our long-time aim is the abolition of the profit system for private use. 

One good man with his eyes, ears, and wits about him inside the department 
* * * can do more to perfect the technique of control over industry than a hun- 
dred men outside. 

A scattered series of great generating plants selling their power within 300-mile 
radiuses might be expected to have a very considerable influence upon the exten- 
sion of public ownership to the transmission lines and the whole industry.—H. 8. 
Raushenbush in The Socialism of Our Times and The New Leader. [P. 35.] 

Many observers today are alarmed by the similarity between the utterances 
of Socialist proponents of public ownership and those of former Interior Depart- 
ment officials whose philosophy is revealed in these quotations: 

“Federally owned public power developments include the basic multiple-pur- 
pose river structures and power generating and transmission facilities required 
to deliver the power to load centers.”—Oscar L. Chapman, former Secretary of 
the Interior, in an address before the CIO in Chicago, November 23, 1950. 
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“The interest of the Secretary of the Interior is that of a competitor of VEPCO 
in the sale of power in the Roanoke River area.”—Petition for rehearing, U. 8. A. 
v. Federal Power Commission and Virginia Electric € Power Co. (U. S. Fourth 
Circuit Court of Appeals, October 30, 1951). 

“The responsibility of the Department of the Interior does not end until the 
power has been made available to the consumer, preferably through public 
agencies or cooperatives.”—William E. Warne, former Assistant Secretary of 
the Interior, before the American Public Power Association, March 28, 1950. 
[P. 36.] 


THE FuTuRE? 


The American people are watching to see whether the Federal Government 
will continue the power expansion policies shown on the foregoing pages or 
discontinue those activities which private enterprise is ready, willing, and able 
to perform. 

The future offers the opportunity to follow a program that will— 

1. Reduce the Federal debt. 

2. Eliminate enormous future Federal expenditures. 

3. Get the Federal Government out of commercial business as proposed 
by Charles E. Wilson and others. [P.37.] 


(The copy of the original printing of the booklet obtained from the 
central library of the Department of the Interior was provided with 
a large manila envelope stapled to the inside of the back cover and 
open at one end. Within this envelope were two documents. The 
texts of the two documents, captioned “Reference to Source Material. 
Growth of the Federal Power Program—Its Background and Con- 
sequences” and “Excerpt from Talk by John T. Kimball, December 1, 
oan - Proposal for a National Power Policy” respectively, appear 
below. 


[Central Library—Received, November 17, 1955—Library, Department of the 
Interior. ] 


GROWTH OF THE FEDERAL POWER PROGRAM—ITS BACKGROUND, GROWTH, AND 
CONSEQUENCES 


REFERENCE TO SOURCE MATERIAL 
Pages 2-5: 
Appendix J, Hoover Commission Report, page 40. 
Annual reports, Secretary of the Interior, 1945, 1951, 1952. 
Federal Power Commission Electric Power Statistics, 1920-40. 
FPC Statistics, 1942. 
Reclamation Handbook, Conservation Bulletin No. 32. 
TVA annual reports, 1941, 19438, 1951, 1952. 
House hearings, Interior Department appropriations, 1947 through 1953. 
House hearings, Army civil functions appropriations, 1947 through 1953. 
Power Resources, Requirements, and Supply—Missouri River Basin, Bureau 
of Reclamation, July 1951. 
Army allocation release, August 3, 1952. 
Bonneville Power Administration annual reports, 1951, 1952. 
United States Budget, 1953. 
1953 fiscal year supplemental appropriations bill. 
House hearings, Independent Offices Appropriations, 1953. 
TVA Weekly News Letters. 
Federal Power Commission Tabulations of Generating Installations, Elec- 
trical World. 
Pages 6-7: 
TVA Annual Report, 1952, page 22. 
BPA Annual Report, 1952, page 31. 
House hearings, Interior Department Appropriations, 1953, part 1, page 47. 
Annual Report, Secretary of the Interior, 1952. 


82402—56——_23 
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Pages 8-9: 
FPC Electric Power Statistics 1951. 
Electrical World, Tabulations Based on FPC Statistics. 
Interior Department Power Project Responsibilities, annual tabulations. 
Power Resources, Requirements, and Supply—Missouri River Basin, Bureau 
of Reclamation, July 1951. 
The Columbia River, Department of the Interior, March 1947. 
House Document 531, 8ist Congress. 
“The Central Valley Basin,’ Department of the Interior, August 1949. 
Senate Document 191, 78th Congress. 
Pages 10-11: Edison Electric Institute Bulletin. 
Pages 12-138: 
(Present program based on data from various House hearings and. other 
material as shown in source reference for pp. 2-5.) 
(Future program estimated on basis of per kilowatt construction costs of 
projects completed or under construction as reported by Federal agencies. ) 
Pages 14-15: 
Senate Document 191, 78th Congress. 
House hearings, Interior Department Appropriations, 1947. 
House hearings, Interior Department Appropriations, 1953, part 3. 
House Committee Print No. 21, Report of Subcommittee To Study Civil 
Works. 
House hearings, Interior Department Appropriations, 1952, part 1. 
(Central Valley project, p. 15) House hearings, Interior Department Appro- 
priations, 1937, 1941, 1942, 1944, 1945, 1947 through 1952. 
Pages 16-17: House hearings, Subcommittee To Study Civil Works, May 1952. 
Pages 20-21: “I Want To Know About the Electric Industry,” Edison Electric 
Institute publication, 1952-53 edition, page 32. 
Pages 22-28: 
(Utility data based on 1952 report of B. L. England, president of the Edison 
Electric Institute. ) 
(Federal data—See source references for pp. 12 and 13.) 
Pages 24-25: 
Edison Electric Institute Data of Interest, January 1953. 
FEI research and statistical department. 
House hearings, Interior Department Appropriations, 1947 to 1953, inclusive. 
Annual reports, Commissioner of Reclamation. 
Senate Document 36, 76th Congress. 
BPA annual reports, 1946-52. 
TVA annual reports, 1946-52. 
Pages 26-27: 
Files of Washington Water Power Co. 
House Document 531, 81st Congress. 
Pages 28-29: 
Files of the Montana Power Co. 
Secretary of the Interior releases on 1954 Interior Department appropria- 
tions requests, 
Pages 30-31: 
“T Want To Know About the Electric Industry,” EBI, 1952-53 edition, page 23. 
Public power data estimated from EEI statistics. 
Pages 32-33: 
Annual report, Secretary of the Interior, 1952, table 8, pages 56-57. 
The reclamation program, 1953—59, Bureau of Reclamation, page 11. 


[Central Library—Received November 17, 1955—Library, Department of the 
Interior. ] 


EXCERPT FrRoM TALK BY JOHN T. KIMBALL, DECEMBER 1, 1952—-A PROPOSAL FOR A 
NATIONAL POWER POLICY 


Where power development is a feasible part of a water resources development 
project, the power should be disposed of to existing generation, transmission, or 
distribution systems of the area: 

(1) By permitting them to build the powerhouse and install and operate 
the generating equipment at their own expense and pay the Federal Govern- 
ment for the falling water; or 
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(2) By the Federal Government building the powerhouse, installing the 
generating facilities and leasing the generating facilities and the right to 
the use of the falling water to such systems; or 

(3) Where neither of these arrangements are possible, by the Federal 
Government building the powerhouse, installing and operating the generating 
equipment and selling the power at wholesale under long-term contract to 
such systems at the dam site; or 

(4) Where it is not possible for any of the above courses to be followed, 
then the Federal Government, after specific authorization of the Congress, 
may construct transmission lines to such systems and sell the power so 
generated and so transmitted at wholesale to such systems, but with such 
transmission lines in no manner to result in the needless duplication of exist- 
ing transmission lines, but as set forth hereinafter with respect to the con- 
ditions upon which such transmission lines may be built. 

In all cases, as set forth above, involving the generation, transmission and sale 
of such power, no preference as to purchasers shall be shown, except preference 
for use only in irrigation areas where such power is to be used for water-pumping 
purposes for irrigation. All other power uses shall not be entitled to any prefer- 
ence regardless as to the distributor of such power, or the use to which such 
power may be put. 

The Federal Power Commission in all cases, as set forth above, shall establish 
the price to be paid by such purchases as will result in the cost of the power to 
them being in conformity with the competitive market value of such power in the 
area, with the difference in the cost and the market value being used to defray 
the water-resources development costs of such projects. Rates should be uni- 
form as between purchasers, and there should be no recapture provisions for 
such power, except for the specifie project use only, limited to the operation of 
the dam and other specifically related facilities, and the preference for use for 
irrigation pumping purposes as heretofore set forth. The Federal Power Com- 
mission should have no jurisdiction as to retail rates for such power, such 
jurisdiction resting in the duly authorized regulatory bodies of the States. 

Where the construction of transmission lines for the delivery of power to such 
systems is necessary and feasible as established by specific authorization by the 
Congress, and as so determined such transmission lines will not needlessly dupli- 
cate existing transmission lines, such transmission lines may be constructed to 
deliver power to such systems only in keeping with the following: Ali applicants 
for such power shall be required to secure from the State agency having jurisdic- 
tion a certificate entitling such applicants to receive such power; such certificates 
shall be issued by such State agency to any applicant for the territory then being 
served by it and shall not be issued to an applicant for a territory then being 
served by some. other distributor; such certificates shall carry no right other 
than a qualification to purchase such power. Where there may be conflict be- 
tween two or more applicants for a territory not then being served, the State 
agency having jurisdiction will award such certificate to the applicant best 
qualified to serve such territory based upon ability and willingness to serve and 
other such measures of fitness. Where there is conflict between two or more 
prospective purchasers of such power because of the insufficiency of such power 
resulting in the necessity for the allocation of such power between purchasers, 
then the State agency having jurisdiction will allocate such power on the basis 
of the needs of the respective applicants, but once such allocations are made 
they shall be firm and not subject to recapture except as heretofore set forth; 
and, in those cases where there is no State agency with jurisdiction relative to 
purchase certificates, conflict as to territory, or conflict as to power allocation, 
then the Federal Power Commission will have jurisdiction. 

Where power from water resources development projects is disposed of to 
existing generation, transmission, or distribution systems of the area under 
either (1), (2), or (5) above, but all of the eligible purchasers of the area, as 
determined by the State agency having jurisdiction if there is conflict, and where 
there is no such State agency then by the Federal Power Commission, are not 
able to secure such power in like manner, then the State agency having jurisdic- 
tion may require such generation, transmission, or distribution systems as may 
build or have facilities available, to deliver such power to such other eligible 
purchasers, at rates fixed by the State agency with jurisdiction, such rates to 
include such additional cost components over and above the wholesale rate 
fixed by the Federal Power Commission as are applicable; or, where there is no 
State agency with jurisdiction, then by the Federal Power Commission, If, 
however, under either (1), (2), or (3) above, there is insufficient power avail- 
able for all of the eligible purchasers, as determined as set forth above, then 


the State agency with jurisdiction, and if there is no such State agency the 
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Federal Power Commission, shall allocate such power through the medium of 
power purchase certificates in the same manner as if transmission facilities were 
built by the Government and may require such generation, transmission, or dis- 
tribution systems as may build or have available facilities to deliver such power 
to such other eligible purchasers to make such deliveries, but at rates including 
such additional cost components over and above the wholesale rate fixed by the 
Federal Power Commission as are applicable. 

The Federal Government should not in any manner assume the responsibility 
of providing electric service to any area or in any manner develop power- 
producing projects, either hydro or thermal or any other for power purposes only. 
All power development of the Federal Government should be as a consequence of 
water resources development projects where the power installation is economi- 
cally feasible. 

In order to encourage hydropower developments other than by the Federal 
Government, no State or State agency, nor any public or private entity created 
under State law shall be required to file with the Federal Power Commission a 
declaration of intention to construct a dam across a navigable stream unless 
the Department of Defense shall have first determined that such structure will 
materially and adversely affect the actual navigability of the stream. Under any 
circumstances in which such a State or its agency or any public or private 
entity created under State law may be required to file such declaration of inten- 
tion and later an application for license, the license when issued shall contain 
no provision for the recapture of such publicly or privately owned licensed project 
by the Federal Government. This shall apply also to existing licenses. 





APPENDIX II—Changes made in the second printing of the Federal Power 
Program—Its Background, Growth, and Consequences 


(The following 4 pages, consisting of the inside of the front cover, plus pages 
7, 24, and 25, contain the changes made in the second printing of the booklet :) 


The principal investor-owned power companies serving the Rocky 
Mountain area have prepared this booklet of factual information 
with the thought that it will be useful to persons interested in: 

Cutting the Federal budget 

Lowering Federal taxes 

Eliminating socialism 

Reducing the Federal debt [Inside front cover. ] 


GROWTH OF THE FEDERAL TRANSMISSION LINE PROGRAM 
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Since World War II, the utilities have spent more than $12 billion on new 
plants in a great expansion program. Of this total, $7,200 million has been 
spent on powerplants, including some complete hydroelectric stations and trans- 
mission lines and $4,800 million has been spent on distribution facilities. As 
a result, 23,834,454 kilowatts of new generating capacity has been placed in 
service. 

During the same period the Federal Government has spent $2,460 million 
on projects involving electric power including some transmission lines, thereby 
adding 4,740,200 kilowatts of new generating capacity. 

Thus, the electric companies have spent on power 3 times the amount of 
money the Government has, and have placed in service 514 times the generating 
capacity. 

This should be conclusive evidence that private investment is more economic 
and can and will build all necessary power facilities this Nation requires at 
no cost tothe taxpayer. [P. 24.] 


POWER EXPANSION PROGRAM-1947-1952° 
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[P. 25.] 


APPENDIX III—Correspondence between Ebasco Services, Inc., and Montana 
Power Co. 


ITEM 1 
May 15, 1952. 
Mr. J. E. Coretre, Jr., 
Vice President and Assistant General Manager, 
The Montana Power Co., Butte, Mont. 


Dear JAcK: On page 17 of the manuscript which we sent you last night you 
will see a blank figure. The amount that should go in the space is $2,540 
million. To get this figure we had to work with fiscal years because calendar- 
year data is simply not available. I feel sure that the figure is O. K. for 
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your purpose, but you appreciate the difficulty of trying to develop anything 
about the cost of a Government operation. 

The Government bureaus get out reams of propaganda and masses of irrele- 
vant data, but they tuck away their cost figures and often set them up in a 
manner that is not comparable, which makes it exasperating to try to get 
figures that balance and tie together. However, we have backing for every 
item we got and I am sure that our Government cost figures, which are exclusive 
of interest during construction, and Government general overheads are very 
close to the correct figures. 

Yours very truly, 
C. N. PHILwips. 





ITEM 2 
May 27, 1952. 
Mr. J. E. CORETTE, Jr., 
Vice President and Assistant General Manager, 
The Montana Power Co., Butte, Mont. 

Dear Mr. CoretTeE: The typing of your talk before the EKEI convention was 
completed and delivered to EEI this morning along with copies of the charts. 

Enclosed herewith is a carbon copy of the talk. You will notice numbers 
on the right hand side of some of the pages. These refer to the attached 
notes giving the source of the information, for which we are responsible. Should 
you desire any further detail, please let us know. 


Yours very truly, 
C. N. PHILLIPS. 


ITEM 3 
SEPTEMBER 22, 1952. 
Mr. Corin RAFF, 
Advertising Manager, The Montana Power Co., 
Butte, Mont. 

Dear Mr. Rarr: I spoke with Mr. Phillips by phone yesterday concerning some 
of the problems I had run into in connection with the figures that were released 
by the Bureau of Reclamation for their construction expenditures in the fiscal 
year 1953. The information was so meager that I have had to make a great 
number of assumptions as to just how the money was to be applied. I believe 
I am on the right track but would prefer to have Mr. Phillips look at my work 
before releasing it to you. 

Mr. Phillips expects to be back in New York by Thursday of this week and 
we could have the work completed in a short time. However, if your booklet 
will be held up too long, I will be glad to send the figures on to you within the 
next day or two. Please advise your wishes. 

Yours very truly, 
PAULINE MERROW. 


ITEM 4 
SEPTEMBER 29, 1952. 
Mr. CoLIn Rarr, 
Advertising Manager, 
The Montana Power Co., Butte, Mont. 

DEAR Mr. Rarr: At last I have the figures for the stack chart, which are as 
follows. They have been rounded to the nearest million dollars. 
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These figures do not check exactly with the ones you have due to the fact that 
we now have some later information, but they can be reconciled. 
The typing of the back-up material will be completed and sent to you ina 
day or two. 
Yours very truly, 
PAULINE MERROW. 


ITem 5 
Tue MONTANA POWER Co., 
Butte, Mont., September 29, 1952. 
PAULINE MERROW, 
Research Department, 
Ebasco Services, Inc., New York, N. Y. 

Dear Miss Merrow: Thank you for your letter of September 22. We shall 
be happy to have the information when you have had a chance to go over it 
with C. N. Phillips. 

I think the information is such that we would rather have you have the 
chance to completely satisfy yourself about it rather than trying to hurry you 
in the job. 

Sincerely, 
CoLiIn W. Rarr. 


ITEM 6 
THE MONTANA Power Co., 
Butte, Mont., October 21, 1952. 
Miss PAULINE MERROW, 
Research Department, Ebasco Services, Inc., 
New York, N. Y. 

Dear Miss Merrow: This will acknowledge with my very great thanks your 
letters of September 29 and September 30, outlining the cost of the Federal power 
program and the source material for this information. This appears to have been 
a monumental piece of research work and I am very grateful to you and C. N. 
Phillips for making it available. 

I am truly sorry I did not acknowledge your letter before this, but I have 
been away from the office for 3 weeks due to an operation, and your information 
apparently arrived only a day or two after I left. 

Thanks again for your prompt and complete answer to my request. 

Sincerely, 
Cotin W. Rarer. 


” 


ITEM 7 
Esasco Services, Inc., 
New York, N. Y., February 16, 1952. 
Mr. J. E. Corette, Jr., 
President and General Manager, the Montana Power Co., 
Butte, Mont. 


Dear Mr. Corette: Enclosed is a list of Federal projects showing a comparison 
of original or authorized costs with the latest available estimates. I have used 
“original or authorized costs” because in some instances the authorizing docu- 
ment did not show a cost figure, and I have shown the first available estimate. 
As an example, the House document of the Army engineers for their Missouri 
Basin work showed only a total! cost for the works they were to build. 

I shall try to get some material to you each day in order to expedite the 
preparation of the booklet. Am sending a copy of all work to Mr. Phillips in 
Kentucky for his approval, so that if he has any suggested changes, he can 
eall you direct. 

Yours very truly, 
PAULINE MERROW. 
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Comparison of costs—Projects in service or under construction 


Allatoona, Ga 
(1) H. Doce, 674, 76th Cong. 
(2) Annual Report of Chief of Engineers, June 30, 1950, p. 917. 
Buford, Ga 
(1) Report of Chie f of Engineers, May 13, 1946. 
(2) House hearings, WDCFAB 1953, pt. 1, p. 75. 
Bull Shoals, Ark 
(1) HB. Doe. 917, 76th Cong. 
(2) House hearings, WDCF AB, 1953, pt. 1, p. 278. 
Boysen, Wyo a a ge Ee 
(1) §&. Doe. 191, 78th Cong. 
(2) House hearings, IDAB, 1953, pt. 3, p. 983. 
Bugvs Island, Va _..-- estonia ciate 
(1) House Committee Print No. 21; 
Study Civil Works. 
Blakely Mountain, Ark es ollali alle cc Mriipi nla tacls sain 
(1) House hearings, WDCF AB, “1947, Dp. "233. 
(2) House hearings, WDCFAB, 1953, pt. 1, p. 275. 
Central Valley project, California 
(1) House hearings, IDAB, 1947, p. 47. 
(2) House hearings, IDAB, 1953, pt. 3, p. 860. 
Colorado-Big Thompson project, Colorado 
(1) House hearings, IDAB, 1947, p. 53. 
(2) House hearings, IDAB, 1953, pt. 3, p. 878. 
4 | a ee ‘ 
(1) Flcod Control Act of 1944 and H. Doe. 657, 78th C ong. 
(2) House hearings, WDCFAB, 1953, pt. 1, p. 320. 
Chief Joseph, Wash__...-.-- 
(1) House Committee Priat No. 21; re port ‘of Sut committee to 
Study Civil Works. 
Davis, Ariz.-Nev 
(1) House hearings, IDAB, 1952, pt. 1, D. 431. 
(2) House hearings, IDAB, 1953, pt. 3, p. 834. 
Fort Randall, 8. Dak 
(1) House Committee Print No. 21; report of 
Study Civil Works. 
Garrison, N. Dak 
(1) House Committee Print No. 
Study Civil Works. 
MeNary, Oreg 
(1) House Committee Print No. : 
Study Civil Works. 
Oahe, 8S. Dak 
ay House Committee Print No. 21; report of Subcommittee to 
eer Civil Works. 
Whitney, ‘l'ex_.....- ics tedckg do deveclp asada sadhana Diabaig i 
(1) H. Doce. 390, 76th C ong 
(2) House hearings, WDCFAB, 1953, pt. 1, p. 484. 
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Latest avail- 
able estimate 


$31, 523, 300 (2) 
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)| 117, 352, 960 (2) 
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285, 500, 000 (1) 
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Exsasco Services INC., 
New York, N. Y., February 20, 1953. 


Mr. Coin RarFr, 
Advertising Manager, 
The Montana Power Co., 
Butte, Mont. 


Dear Cotin: This letter is written in response to our telephone conversation 
yesterday afternoon and my talk with Jack Corette on the phone last night. I 
understood from his conversation that we were to send the remainder of the 


material to you at the Statler Hotel in Washington. 


For your convenience we 


are making this letter to you complete to date, including in it the information 


already sent to Mr. Corette in Butte. 


If you want additional information while you are in Washington you can call 


Mrs. Merrow on the phone and she will be glad to dig it up for you. 


of course, go to Washington to help you if need be. 


She can, 


I hope you will feel free 


to come to New York to work on it if you find that step to be more convenient. 


We can furnish you with an office and all the help that 


you require. 


If you are 


not familiar with our Washington office, it is now located on Eye Street about a 
block from the hotel and you can also get a place to work over there with 


stenographic help available. 


eee 


a ww oo a & ot oe tm 





(1) 


(2) 


(2) 


Ve = 
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For your information my personal schedule is as follows: 

Tuesday, February 24, at the PIP steering committee meeting at the 
Biltmore Hotel in the morning and a conference in my own office at 2:30 
in the afternoon. 

February 25 and 26, Carolina Power & Light Co., in Raleigh, N. C. 

February 27, 28, March 1, in New York. 

March 2 to 8 in Phoenix, Ariz., with the Arizona Public Service Co. 

March 9, Lexington, Ky., with the Kentucky Utilities Co. The length of 
stay in Lexington is at present indefinite, but it will probably not be more 
than a few days. 

You realize, of course, that any attempt to set up Government statistics in 
any reasonable form can only be an approximation. Lots of figures are avail- 
able, but they seldom check with each other, and generally omit vital informa- 
tion. So all we can do in meeting your request is the best we can. I am sure 
we are very close to the correct figures with our data as of today, but some 
of the earlier information is a bit sketchy. I have an idea you are interested 
in presenting a sound, general outline of the situation, and for that purpose our 
information is reliable. 

In some cases the figures we furnished you have already been “rounded off,” 
but in other cases you will see that they have not been so adjusted. In respect 
to this latter data we thought that you would want to set it up the way you 
think best. 

The first request sent you was a comparison of cost between the original 
authorized estimate and the latest available estimate. The detailed statement 
is attached marked “Exhibit A.” It covers 16 projects, both Reclamation and 
Army engineers’ enterprises. We can furnish you a great many more, and if you 
should want them we will dig them up for you. The common excuse in rela- 
tion to these estimates is that prices have gone up, but increases in prices cannot 
account for such big jumps in the size that have taken place. As a matter of 
fact, a good engineer in estimating will take into account the change in price 
levels. In most cases there have been a succession of estimates as the work 
has progressed. We are also attaching some charts on this phase of the subject 
that will show you how we went about showing this information. 

The next item which we have sent you is a tabulation of the Federal trans- 
mission lines in service as of June 30, 1952, broken down by ownership. It is 
marked “Exhibit B.” We are also attaching a map of the transmission lines 
in existence and proposed showing coverage. Not knowing precisely what you 
want in this respect, this will at least give you an idea of what can be done 
for a booklet. We found a statement in the budget for this year that if the 
projects were carried out as described therein the Federal Government would 
have at the end of fiscal 1954 a total of 25,500 miles of line in service. 

The third item we are sending you is a comparison of cost between private 
installations and Federal hydro installations. We have only two examples that 
are worth anything. One is Cabinet Gorge and the other is Yale. These were 
estimated by the Government several years ago and, of course, the estimates have 
the same unreliability on the low side that the other Government estimates have. 
Nevertheless, the Washington Water Power Co. and Pacific Power & Light Co. 
are building practically identical projects on the same sites for about half the 
Government estimate. 

We are including a chart on the subject marked “Exhibit C.”. When I came to 
use this chart publicly I ran into difficulties with Paul McKee about using 
Yale, and I must ask you to clear it with Paul McKee yourself before you use 
the Yale figure. My contact was not with Paul McKee but with Bill Parrott, and 
I have an idea that you could get Paul McKee to release the figures if you 
asked him. Kinsey has released his but I think you should contact him and 
explain what you are going to use the figures for. 

These are the only valid comparisons we now have to send you on this subject 
for either hydro or steam. As you know, hydro projects are so individualistic 
that direct comparisons are almost impossible. I think we could get up some 
that might help you if we had more time, and I would appreciate it if you 
let us know what you want done about it. 

TVA is the only Federal outfit that has built any amount of steam and their 
final cost figures are not available as yet. As you know, their figures do not 
include interest during construction and many items of general overhead and 
considerable work would have to be done on them to make any comparisons 
valid even if the figures were readily at hand. 
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The next item in your request was for a statement of the Federal power pro- 
gram as it now stands. We are attaching a detailed list of the projects. You 
will note from the list that we can furnish references if you need them, but 
inasmuch as it is a lengthy job to do, we thought you better get the list first and 
let us know about your need for referencing. The summary of this program as 
it stands today is as follows: 


Federal program as it stands today exclusive of REA 





Kilowatte 

In service_____ a ch al mn eel 9, 640, 200 
I ETI aici cts chitin nie ohesenicke ties eit elicapama tian lice atala 10, 879, 650 
I isgiticclh hireccsiiia cen iii 4 cea ndatac naditiat th. vitedie teak lhttinn dihdicn aaah abla 8, 751, T75 
DATA OE UO asic iccite Sani eh ec saat shane aaitebs onanioatall 39, 699, 925 
I aa Nt i a aR al a ia ald 68, 971, 550 


You will note that the total kilowatt figure is larger than the one we used at 
the Presidents’ meeting in December. This is because TVA is proposing some 
new projects. 

The breakdown of this program into 10-year periods presents some difficulties. 
The Federal power activities really started in 1902 with the first Reclamation 
act. A number of powerplants were built under this act, but they were small and 
were used originally to serve farmers on the irrigation projects close to the power- 
plants which in general were areas Without electric service at that time. <A good 
deal of this power was used for irrigation pumping. In 1926 the Secretary of 
War was instructed to make a study of the navigable rivers of the United States 
with the exception of the Colorado, with a view toward the formulation of general 
plans for the purpose of navigation, water power development, control of floods, 
and the needs of irrigation. The act and the instructions issued under it spelled 
out rather plainly that private enterprise was to have a primary part in any 
electric power which might be developed on these rivers. A good many reports 
were made on a large number of rivers. Many of these were extremely sketchy. 
While in some cases specific projects were named, in other cases head and stream 
flow were given in very general terms to show the potential of the rivers under 
discussion. 

However, the Army did concentrate on the Tennessee River Basin and on March 
24, 1930, came out with a comprehensive plan for the development of the basin. 
Their plan was to subsidize the high dams which were proposed to build on the 
main stream of the river by paying to private developers the cost of the develop- 
ment by low dams for navigation purposes only. 

I also know that the Reclamation Service had plans for many sites before the 
advent of the New Deal. In 1952 I wrote a report to the Montana Power Co., the 
Washington Water Power Co., the Northwestern Electric Co., Inland Power & 
Light Co., and the Pacific Power & Light Co. on the comprehensive development 
of the Columbia River Basin. This report was signed by T. C. Wescott who was 
then assistant manager of the engineering department. In it we utilized some of 
the sites the Reclamation Service had in mind at that time. It is difficult, there- 
fore, to decide just what does constitute a national plan. I have always main- 
tained that the Federal Government never had a plan of power development as 
such until Roosevelt embarked on the building of a number of projects without 
the consent of Congress immediately after his taking office. 

We made a very careful study for the Presidents’ meeting of the power program 
of the Federal Government as of 1946 which was immediately after the war. 
This report showed the following: 


Kilowatts 

a aE i i ie id 4, 900, 000 
CE CO iia scm encase katy wile ind Ga ta eee Ai an ca Sheik on hs 1, 400, 000 
DIO sicher hetcimitinitbiutiininin diem bole utah adhe. 7, 700, 000 
IONE CINE RID ONNG orc tne dient eid tedden ea ee ni . 10, 500,000 
RU asc aie desbicicittecde aeniiokeniaten tb basen oil iiabiat la tita hia datin ce ied 24, 500, 000 


Before I forget it I would like to caution you about the uncertainty between 
what “authorized” and “approved” mean. I have never been able to get a clear- 
cut definition of the terms, and I have an idea it means what the speaker wants it 
to within reasonable limitations. You can be sure, however, that if a project has 
either “authorized” or “approved” attached to it, the Congress has blessed it in 
some form or another. 
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Ten years takes us back to 1942, which was immediately after the start of the 
war. The Federal Government was not doing much talking at that time, and it 
was practically impossible to set up the data with any exactness. Mrs. Merrow 
has done the best she could with it, but she was quite unable to get anything 
worthwhile on the approved or proposed section of it on such short notice. Of 
course, we can get it for you, if you give us enough time to do the job. Therefore, 
our 1942 summary is as follows: 

Kilowatts 
In service 8, 215, 819 
Under construction 1, 233, 100 
Authorized 4, 208, 200 


8, 657, 119 


When we move back to 1932 the totals become as follows: 
Kilowatte 
In service 221, 790 
Under construction 


Of course, there were no projects of the present vintage which were authorized 
in 1932, and, as I said before, when Roosevelt started to build some of them he 
did so out of the funds given him for relief without the consent of Congress in 
respect to these particular undertakings. 

In 1922 the best data we have shows 7,187 kilowatts in service and in 1912 a 
total of 7,500 kilowatts. Of course, 10 years before there were no projects. You 
will notice that the 1922 figures are less than the 1912 figures, but the whole list 
is full of such inconsistencies, and the difficulty is probably caused by differences 
in the stated capacity of the plants which were very dubious statistics at their 
best in those days. 

There are, of course, a number of other projects that were built originally by 
the Government but turned over to the water users when the irrigation projects 
were turned over to them. We have not included these projects in our lists, 
We have in general included what is there now rather than get into the com- 
plexity of the transactions which have taken place over the years. There are 
probably, however, some exceptions which we have not taken out, but they must 
be very small and inconsequential. 

We are enclosing some detailed sheets covering the above for your reference. 
They are labeled “Exhibit D.” 

You asked for the cost of the Federal power program. The attached chart, 
marked “Exhibit E,” shows the situation as of June 30, 1953. The pencil figures 
are the precise figures used as a basis for the rounding off. Exhibit F is the 
detailed backup for the chart, exclusive of the REA figures and the loans and 
grants. 

The breakdown of costs by 10-year periods is not yet completed, but it will be 
in a few days and we will send it on to you. For the reasons given in earlier 
sections of this letter some of the earlier years may be a little on the sketchy 
side, but I believe they will be plenty near enough for your purposes. The figures 
for later years, of course, should be quite accurate. 

You asked us for a considerable amount of information on the Reclamation 
Bureau standing alone. As you might expect, we had some difficulty with this. 
The Reclamation Service is very free with propaganda and presents a great 
many tabulated figures, but we find they do not tie tegether nor are some vital 
figures available. In addition, they have a tendency to overestimate the amuunt 
of land receiving water. Over half of the claimed acreage is for supplemental 
water only and I have an idea that some rather small amounts of supplemental 
water cause the acreage to be included in the list and thus inflate the number of 
acres, 

We are giving you the information we have and telling you about some of the 
things that should come along later so that you will be able to get at your booklet 
with some degree of success before you get all of the data and also that we will 
not spend a lot of time on information that you do not want. 

You will find exhibit G attached. If it is not typed up before this letter is 
sent you it will follow Tuesday. Exhibit G ties into the $10,015,000 figure for 
the total investment of the Federal Government in projects involving power. 
The first column shows the cost of the dams and reservoirs as of June 30, 1953. 
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The next column shows the cost of power facilities including transmission lines to 
the same date. The last two columns show the kilowatts in service and under 
construction as of the first of the year. I would like to explain that the first 
column includes no transmission and the second column does. Mrs. Merrow 
understands that you will probably want the transmission pulled out of the 
second column and shown separately because it needs to be added to the first 
column in order to get a total cost of the projects involving power. Exhibit G 
can be summarized as follows: 


Summary of reclamation projects involving power 
Cost of dams and reservoirs as of June 30, 1953, including work 


Sn a ne ene $645, 359, 099 
Cost of power facilities at dams (included in above figures) plus 

transmission facilities as of June 30, 1958___.-_..--__----__------- 569, 650, 697 
MaRS AN BOEVICO COR. 1, 1000 nw co cn xcnoncannomennunuiewmaniu 14, 349, 950 
RS ARIE lisciedeiecba bln Gi ited idddtbidinS cma 683, 050 


1 [Pencil figures] : Plus 71,257 Hungry Horse. 


It was our intention to determine the amount expended on all reclamation con- 
struction work and subtract the cost of the power facilities from it involving 
transmission and the multipurpose dams so-called in order to get an investment 
that was purely for irrigation. However, in trying to do this we ran into some 
difficulties which will take time to solve. The following table will explain what 
we are talking about. 


Power facilities 





Total appro- 





Fiscal | priations (in- Probable cost of | Dams, power Power facili- 
year cludes opera- projects facilities with- | ties and trans- 
tion) to date out transmis- mission only 
sion 
1902 DU lado ceceusdsitbedbddenaabbud sbbidiaand Vackes one 
1912 $98, 500,165 |...--.- ctitete’s stelle pli ated idea damdeircya ‘ 
1922 I ia inclines taepesel Ae aeaaetaalad ins tin tds rn cme al ee ones 
1932 Mien bon ie tan i emabchenio sate tdabasesebcacanee 


1942 LPR CONG! PWhivdeat tb wcdhuonuleebwecnpecboobid ableneccncth cues 
1952 2, 735, 114, 993 OG RESON Fl ck iteeinesedhieapee dacne-it 
1953 EO ee $645, 359, 099 $569, 650, 697 


8 ‘See p. 16 of booklet entitled “50 Years of Reclamation,’ published by the Bureau of Reclamation 
ept. 3, 1952, 


We can fill in the years 1953 and 1952 in full but the previous years are going 
to take time to work up. We believe that the power facilities end of it will be 
relatively easy, but to get out the total cost of the reclamation projects will be 
another matter. Until the booklet entitled “50 Years of Reclamation” came out, 
we have had a figure of their so-called plant account. Now that we have it, 
however, it gives us a basis from which we can work. You might be able to 
obtain a similar figure for the other years by talking to M. O. Leighton who 
might be able to wangle it out of the Bureau of Reclamation. Their work 
papers must have had in them such figures before they could have written the 
booklet to which I refer. If we could get those figures we could then determine 
on two bases the amount of money for reclamation purposes and give a very 
good idea of the relation between money spent and results obtained. 

Some careful reconciliation work will be necessary between 50 Years of 
Reclamation and the other data we have to make sure that they are on the same 
basis. I have an idea that the various water users associations, that now are 
on their own feet, may still be included in the booklet figures. 

When we turn to the area actually irrigated we run into other difficulties 
and we would have to supplement the available information with later data. 
The Reclamation Bureau includes in the area irrigated the area receiving supple- 
mental water and at the moment we cannot break it down although I am positive 
the figures are available somewhere. The booklet entitled “The Reclamation 
Program, 1953 to 1959,” gives a different set of figures, and it fails to give the same 
figures as between statements shown on its various pages. 
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The following table is a summary of what is on hand now: 


Warren Act | Federal 
Year | Entire area | lands and irrigation 
special con- projects 


1 22, 300 

618, 680 

1, 202, 120 

1, 214, 461 1, 555, 144 
1, 247, 512 ‘ 5 


1 Estimated. 


Source: 1906-42 from Annual Report of Secretary of the Interior, p. 34, June 30, 1951. 1952 from The 
Reclamation, 1953-59, published by Bureau of Reclamation, May 20, 1952. The 1952 figure is a preliminary 
figure only. Due to the “supplemental acre’’ figures I think the later figures probably are distorted. 


What we really need is a statement of the acre-feet of water delivered from 
reclamation projects to the irrigators. That would be the only figure that 
would not be somewhat misleading, and right at the moment I do not know how 
to get it. I am sure the Reclamation Bureau has it, and I have seen some spot 
figures on it. 

I would like to call to your attention that the Census has an elaborate set 
of figures for 1940 and for each 10 years previous thereto. I presume that 
the 1950 figures are available at the Census Bureau. These figures do not 
check with the figures of the Bureau of Reclamation as near as we can tell, 
but we might be able to make something out of them. 

The entire matter of irrigation needs further consideration. Definite data 
on it is very hard to obtain, and great care is needed in order to be on a sound 
footing. 

You also asked us for an estimate of the future cost of the Federal program. 
As of June 30, 1953, about 47,600,000 kilowatts was not yet started. Of this, 
about 7,200,000 kilowatts will be steam and 40,400,000 kilowatts will be hydro. 
We collected current costs and the best Government estimates we could find. 
Some costs are running as much as $1,000 a kilowatt for hydro, and the average 
is nearly $500 a kilowatt. Although we know that the best projects have been 
built, we thought that $500 a kilowatt was the proper figure to use. On that 
basis, our estimate of cost for the Federal program will be— 

Millions 


Money spent to June 30, 1953, and to complete projects now underway_. $7, 009 
40,400,000 kilowatts new hydro at $500 20, 200 
7,200,000 kilowatts new steam at $200 1, 440 
REA, final cost 3, 000 

i issi 3, 829 
Loans and grants already made 246 
Additional general plant 276 


Total 


The Paley report (President’s Materials Policy Commission) gives the total 
potential hydro of this country as 104,570,000 kilowatts. This is at some fixed 
load factor, and of course many Federal hydros are being built at very low, 
often fantastic, load factors. Still, this figure is the best we have. On this basis 
the future program would work out to be— 

Thousands of 

kilowatts 
Total hydro potential 104, 570 
Already built and under construction (Federal and all other) 26, 240 


Remaining hydro to be built 
Authorized, approved, and proposed projects identified and included in 
OCT On. PRPS BOW: GOON Gini ir waiinicckiecwaskedcmaennn _ 40,400 


Remaining to be proposed ; 37, 930 
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As these remaining hydros would be the least desirable, their cost, together 
with transmission, would be at least another $30 billion, which would make 
the consummation of the Paley program of total hydro cost at least $66 billion. 
The actual figure would be much higher. If the Federal Government continues 

to build steam plants, there is no telling what the total cost would run. The 
Paley estimate of from $75 to $150 billion includes projects other than those 
with power features, 

I realize that this is not an altogether satisfactory letter. When you begin 
to outline your booklet and can pinpoint what you want, we can go after the 





specific information you need. 
It is a big subject. 
With very best regards. 
Yours very truly, 








C. N. PHILLIPS. 


Exuisit G.—Reclamation projects involving power, 1958 























Cost of dam |Cost of power! Kilowatts 
and reservoir} facilities to | Kilowatts under con- 
to June 30, | June 30, in service struction 
1953 | 1953 
Idaho: 
Black Canyon_ -_- $1, 224, 000 $414, 317 | 8, 000 
Boise-Anderson Ranch __- 27, 102, 000 4, 330, 000 | 7, 000 
Boise River_.. 362, 200 167, 905 1, 500 aul 
Minidoka----- 11, 073, 081 | 5, 190, 595 13, 400 os 
Palisades 13, 372, 926 1, 456, 139 _ 114, 000 
Washington: 
ed... cask bith shennan eae bans ar 404, 844 2, 400 : 
Yakima Rosa. -- 1, 024, 269 956, 203 om 
Grand Coulee 159, 395, 079 111, 632, 141 Bees bo... ekk 
New Mexico: Elephant Butte. 5, 569, 813 7, 314, 058 24, 300 ets 
California: 
Central Valley --- 126, 527, 443 81, 273, 068 454, 000 173, 500 
Parners...i... 8, 905, 055 13, 237, 565 120, 000 
Siphon Drop---- 2 . E 317, 936 | 1, 600 |. 
Arizona: Hoover.---_-.---. 95, 211, 463 65, 735, 855 | 1, 249, 800 |__ 
Nevada: Davis----- 36, 994, 000 75, 750, 514 225, 000 ; 
Montana: 
Fort Peck transmission__.- Ee ey Ge | ee eee De i oe rate 
Canyon Ferry - 20, 879, 941 | 7, 761, 784 a ; 50, 000 
Hungry Horse. - 72, 908, 005 25, 570, 741 71, 250 213, 750 
South Dakota: Angostura 9, 420, 000 | 407, 000 1, 200 }_.- 
Wyoming: 
Guernsey - - _-- 1, 881, 036 | 454, 244 4, 800 |_. 
Lingle pan eplosted tae Sd 184, 792 Da cesar j 
Seminoe and Alcova___- 8, 520, 331 | 12, 146, 020 32, 400 36, 000 
Shoshone and Heart Mountain -- 1, 876, 405 3, 585, 652 | 10, 600 Pesca Ae oy 
Boysen... — ee 28, 479, 859 | 5, 892, 917 15, 000 é eid 
ee 4, 772, 000 8, 390, 000 36, 000 mites 
Pilot Butte__-_---- 401, 193 410, 528 ff are 
Missouri Basin: Transmission ayn eet aos Se fe WR rh no 665k ke leadas 
Colorado: Colorado-Big Thompson. - ---- 9, 450, 060 54, 857, 057 74, 700 95, 800 
EI int niin csnabieidieredncn delirgen diam arae 645, 359,099 | 569, 650, 697 | 4, 349, 950 683, 050 
| | 
Transmission mileage in service June 30, 1952 
PTI cece cid Shia ice a ca a Na a a ats hn ca 8, 216 
a a i a al a ca i *4, 954 
PI cst hp el ccc Malan hdl Deli ils sk Becta ceil dia es * 966 
I A Ti i sib cst catatneealih acest em epee cane *8, 360 
iil licicriasi hah tan ce tak, ilk ine li ataeiln  digletinn ap 22, 496 


21TVA Annual Report, June 30, 1952, p. 22. 
*Columbia River Power System Annual Report, June 30, 1952, p. 31. 


8H. H. IDAB, 1953, pt. 1, p. 47. 


4Estimate based on statement in annual report of Secretary of Interior, June 30, 1951, 
p. 50, that 6,260 miles were in service at that date, and on p. 5,, that over 2,100 miles 
would be placed in operation during fiscal 1952. 
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Item 9 
THE MONTANA POWER Co., 
Butte, Mont., March 1, 1958. 
Mr. DAN GARVIN, 
Ebasco Services, Inc., New York, N. Y. 

Deak Dan: After spending 24% days going through the great volume of mate- 
rial provided by C. N. Phillips and Mrs. Merrow, I have gotten the enclosed 
material together for the booklet which you folks are to do for us. I thought 
you would want to get started on what I have together so far, so I’m sending 
this along. 

I have in mind that the booklet should be 11 x 8% (that is, 11 inches wide and 
8% inches high). It is to be principally your charts, with some reading material 
on facing pages to explain in more detail the charts. 

You will notice that I have numbered some of the pages. I don’t think your 
charts should be given page numbers yet because it is probable that some charts 
may have to be inserted between those that are enclosed. I merely numbered 
them to indicate to you how they would go together. Page 2, for example, would 
be a right-hand page, and the reading material accompanying the chart on page 2 
would be on the reverse side of page 1 (hence, page 1—-R). 

I am assuming that C. N. discussed the project with you and that you are 
prepared to turn out your usual high standard of colored charts. Some of the 
charts enclosed are either identical or similar to charts you have prepared 
on other occasions. 

I believe we intend that only a limited number of the books will be printed, 
but I would like to leave those instructions for a few days until I hear from Mr. 
Corette. 

If you have any questions, please call or write me at room 815 of the Statler 
Hotel in Washington. I can arrange to come up for a day if you need me but 
would prefer to do that when I have completed the book’s material and am ready 
to talk to you about the cover, etc. 

Many thanks for your fine cooperation. 

Regards, 
CoLIN RAFF. 


ITEM 10 
THE Montana Power Co., 
Butte, Mont., March 1, 1953. 
Mrs. PAULINE MERROW, 
Ebasco Services, Inc., New York, N.Y. 

DEAR Mrs. Merrow: This will acknowledge with my most sincere thanks— 
albeit tardy ones—the great wealth of information you have provided. I am 
trying to put it together in the form I want, and this is turning out to be more 
of a chore than I had anticipated. 

I have sent several pages to Dan Garvin and he should have them Monday 
morning. 

I will be at the Statler Hotel in Washington for several more days and may 
even get a chance to come up to New York for 1 day to go over the material with 
you and Dan. 

Many, many thanks. 

Sincerely, 
CoLin W. Rarer. 


ITEM 11 
WASHINGTON, March 2, 1953. 

Dear DAN: Here are some additional charts, some of which you will recognize 
immediately as being old ones to you. I guess I neglected saying as much, but 
I’m sure you recognize that my drafting ability is extremely limited and that you 
should feel free to change my ideas any way that will improve them. 

I’ll send along the copy for these charts later. 

Regards, 
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Irem 12 
WASHINGTON, Wednesday. 


Dear Mrs. Merrow: The attached should wind up the book, except for an 
introduction and cover. Will you please look these over and pass them on to 
Don Garvin. I'll send a rough dummy along in a day or so. 

= of the charts already are in your files, and I’m sure Dan has the masters 
for them. 

The third you may wish to check. It is on the changing role of the Bureau 
of Reclamation. I got all the information from C. N. Phillips’ letter of Feb- 
ruary 20 (pp. 7 and 8) changing that information only to add the 71,250 kilowatt 
at Hungry Horse you had.called about. 


Regards 
: COLIN RAFF. 





ITEM 13 
MARCH 25, 1953. 
Mr. C. N. PHILLIPS, 
Director of Research, 
Ebasco Services, Inc., New York, N. Y. 

Dear C. N.: Reports from the other companies in our group indicate that 
all are very pleased with the booklet. 

We now are awaiting word from the other companies and feel sure that we 
will want you to have a number of copies printed for our use in this part 
of the country. However, I would appreciate your accepting that statement 
as an “alert” only, and I will contact you as soon as we hear from all the 
companies and have definite word on how many copies we will require. 

In preparation for that time, however, I thought I should send the attached 
correction to you to give you plenty of time to make the change. Mr. Gadsby 
caught this in his review of the booklet and pointed out that the Federal Gov- 
ernment does not have lines in operation or under construction in the State 
of Utah as indicated on the map. If these could be changed to broken lines, 
indicating that they merely have been proposed, I would appreciate it. 

Sincerely, 





Item 14 
IDAHO PoweER Co., 
Boise, Idaho, March 30, 1953. 
Mr. J. E. Cornette, 
President, Montana Power Co., 
Butte, Mont. 
DEAR Jack: For the present at least I am sure that we will not need any 
additional copies of the book prepared for presentation to Secretary McKay. 
Cordially, 
Tom, 
T. EK. Roacu, 
President. 





Item 15 
Esasco SERvVIcES INC., 
New York, N. Y., March 30, 1958. 
Mr. Coin W. RAFF, 
Montana Power Co., 
Butte, Mont. 


Dear Co.tn : Your letter relating to the error in the way the transmission lines 
were shown in Utah on the map for the new booklet was on my desk upon my 
return to the office. The error has been corrected as per your request. I am 
sorry it happened, but the work was done in a great rush and a map was used 
that had been employed elsewhere, and no one had previously noticed anything 
wrong with it. 

With very best regards, 

Yours very truly, 
C. N. PHILLIPS. 
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Irem 16 


[Telegram] 
WASHINGTON, D.C. 
J. E. Corerre, 
President, Montana Power Co., 
Butte, Mont.: 


Naughton and I have reviewed new booklet on Federal power. Suggest map 
on page 7 be carefully rechecked. 
DAVE MOFFAT. 


Item 17 
Apri 4, 1953. 
Mr. DAvip D. Morrart, 
Assistant to the President, Utah Power & Light Co., 
Salt Lake City, Utah 


Dear Dave: This will acknowledge receipt of the telegram you sent to Jack 
Corette regarding the Federal power booklet and will advise you that the map 
on page 7 has been corrected. 

When we sent copies of the book to the company presidents, we received 
several instructions for corrections, among them one from Mr. Gadsby pointing 
out that the lines shown in Utah should be “proposed” instead of “in service.” 
Other changes were sent in by Mr. Loiseau. 

These changes have been incorporated in the new pages which have been 
ordered prepared for the reprint edition, decided upon when several of the com- 
panies asked for additional copies. 

Despite the fact that the book was printed in a hurry-up job, we should have 
caught those errors. Our only excuse is that the Utah lines have been shown as 
existing lines in previous Ebasco maps and no one ever had questioned them. 

I hope the House Appropriations Committee hearing was satisfactory, and 
again I’m sorry not to have been able to join you in Washington. I still have 
not heard any information about the Senate hearings. 

Regards, 


Copy to E. M. Naughton. 


Item 18 
Apri 8, 1953. 
Mr. C. N. PHILLIPS, 
Director of Research, Ebasco Services, Inc., 
New York, N. Y. 

Dear C. N.: This letter will confirm my night letter of this date, asking that 
you print 1,500 copies of the red booklet entitled “The Federal Power Program— 
Its Background, Growth and Consequences.” Colorado, Utah, Arizona, and 
Montana companies all have expressed a desire to have additional books for use 
in their areas and we anticipate that further requests will be made. 

Inasmuch as we are completely out of the original supply and we seem to find 
constant use for the book, we would appreciate delivery on these as soon as 
possible. 

It is my understanding that the books will be printed in color by mechanical 
methods. 

Just as a further check, I should list here the major changes that will be in- 
corporated in the new printing: 

1. There will be a new sponsors’ statement on the inside front cover, re- 
placing the original one which dedicated the book solely to the Secretary of 
the Interior. It is my understanding that Jack Corette supplied Dan Garvin 
with new copy for this. 

2. There will be a change in wording on the first page, corresponding with 
the corrections Mr. Corette has given to Mr. Garvin and which were in- 
corporated in the printing of extra loose pages sent to Mr. Corette in Butte 
after the original printing. 

3. Page 7 map will be further revised. In addition to the deletion of lines 
in Nebraska, the transmission lines shown in Utah should be broken lines 
indicating they are proposed and that none is constructed. 


82402—56——24 
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In addition, a change should be made for Montana as follows: The short 
line (apparently the Canyon Ferry-Great Falls line) should be deleted en- 
tirely as should the line running north and south and then easterly from 
the west end of the Havre-Shelby line to Great Falls. (Page is enclosed 
showing changes. ) 

The Spokane-Hot Springs-Anaconda line should be shown as completed 
now. 

Thanks again for your intensive work on this booklet and the tremendous 
amount of research that went into it. It has been a good job and the Rocky 
Mountain companies are greatly pleased with it—as is evidenced by their de- 
mand for more copies. 

Sincerely, 

CoLin W. Rarr. 





lTrem 19 
JUNE 18, 1953. 
Mr. JoHN T. KIMBALL, 
Ewvecutive Vice President, 
Arizona Public Service Co., Phoenix, Ariz. 

Dear JOHN: I should have answered the question you raised in my first letter. 
We would appreciate your sending your check to us inasmuch as we already 
have been billed by Dbasco Services and all of the payments now have been made. 
The billings have been on a month-to-month basis. 

Many thanks. 

Sincerely, 





Item 20 


ARIZONA PuBLIc SERVICE Go., 
Phoeni«, June 16, 1958. 
Mr. C. W. Rarr, 
The Montana Power Co., 
Butte, Mont. 
DEAR CoLiIn: To whom do we send a check for our part of the cost of printing 
the booklet The Federal Power Program? 
It occurred to me that you may want the check sent to Ebasco to keep the 
entire cost of the printing out of your records. 
Yours very truly, 
JOHN T. KIMBALL, 
Ezecutive Vice President. 


APPENDIX IV—Draft charts prepared for Federal Power Program booklet 


Item I 
MArcH 20, 1953. 
Mr. Coin RAFF, 
Montana Power Co., 
Butte, Mont. 

Dear COLIN: Enclosed are 21 new copies of pages 1 and 7 as per Mr. Corette’s 
instructions to me today. 

They have been punched and can be set in position easily by opening the book 
to the back cover and then folding the book 360° so that the rear of the back 
cover touches the face of the front cover. Next, remove the plastic binding and 
insert the two pages. Rebind in the same position as when plastic bind was 
removed. 

Enclosed is a set of estimated prices that I gave to Jack to reproduce the 
complete book including everything. 

Very truly yours, 


D. F. GARvVIN, 
Research Department. 
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ItEM 2 


THE GROWING FEDERAL POWER. PROGRAM 
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APPENDIX V—Correspondence between Hon. Earl Chudoff and C. H. Anderson 


Item 1 
Avaust 3, 1956. 
Mr. Cart H. ANDERSON, 
Secretary-Treasurer, Ebasco Services, Inc., 
New York, N. Y. 

DEAR Mr. ANDERSON: You will recall that during your testimony before this 
subcommittee on July 18, 1956, Mr. Lanigan, the subcommittee counsel, asked 
several questions of you regarding the annual presidents’ meetings. For greater 
clarity, let me quote from the record of the hearing at this point (p. 301 of the 
reporter’s transcript) : 

“Mr. LANIGAN. Does Electric Bond & Share Co., still perform services for the 
four companies that we named, other than Public Service Company of Colorado? 

“Mr. ANDERSON. You say Electric Bond & Share? 

“Mr, LANIGAN. Pardon me; I mean Ebasco Services. 

“Mr, ANDERSON. Ebasco Services renders services on request to those Rocky 
Mountain power company groups. 

“Mr. LANIGAN. Does it perform services for the Public Service Company of 
Colorado? 

“Mr. ANDERSON, Yes, sir. 

“Mr. LANIGAN. It does? 

“Mr. ANDERSON. Yes, sir. 

“Mr. LANIGAN, And that started after 1942? 

“Mr. ANDERSON. Yes, sir. 

“Mr. LANIGAN. These presidents’ meetings we were discussing, they started 
when ; do you recall? 

“Mr. ANDERSON. I don’t recall. I am not too familiar with them. As I have 
found out from the record here, it is the 23d annual meeting. By subtracting 23 
from 52, I would say probably somewheres around 1929 or thereabouts. 

“Mr. LANIGAN. Did you ever attend any of the Ebasco presidents’ meetings? 

“Mr. ANDERSON. No, sir; I had no occasion to attend. 

“Mr. LANIGAN. Did you ever have any occasion to make any arrangements for 
those meetings? 

“Mr. ANDERSON. NO, sir. 
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“Mr. LANIGAN. Do you know in 1929 and up to the time that Ebasco Services 
diversified its clientele in 1942 whether only presidents of the subsidiary com- 
panies of Electric Bond & Share attended the Ebasco Co. presidents’ meetings? 

“Mr. ANDERSON. I am not familiar with that at all. 

“Mr. LANIGAN. You can’t answer that? 

“Mr. ANDERSON. No, sir. 

“Mr. LANIGAN. That is all I have.” 

Inasmuch as you did not happen to be particularly familiar with this phase of 
the subject matter, Mr. Lanigan was unable to pursue this line of questioning. 
I would appreciate it, however, if you could supply us from the records of the 
two companies the following information relating to that line of questioning: 

(1) From the year of the inauguration of the annual president’s conferences 
to the time Ebasco diversified its clientele in 1942— 

(a) Were the invited presidents limited to those of former subsidiary com- 
panies of the Electric Bond & Share system? 

(vb) If not, during which years were presidents of companies never affili- 
ated with the Electric Bond & Share system invited, and how many attended, 
either in person or by representation? 

(2) From 1942 to 1955— 

(a) Were the presidents invited to the annual president’s conferences lim- 
ited to those of former subsidiary companies of the Electric Bond & Share 
system? 

(b) If not, to what companies, generally, were invitations extended, and, 
for each year, what companies never affiliated with the Electric Bond & Share 
system actually had a president or his representative attending the 
conference? 

(3) (a) What portion of the expense of these annual conferences is now regu- 

larly borne by Ebasco itself without any reimbursement ? 

(b) In the event there is such expense not borne by Ebasco, is this expense 
assessed against all invited companies, or only against those which actually 
accept the invitation, or how is this expense shared? 

With respect to the file material which you supplied the subcommittee in re- 
sponse to the subpena, we expect to be in a position to return it to your office by 
about the middle of next week. 

Sincerely yours, 

Eart Cuuporr, Member of Congress, 
Chairman, Public Works and Resources Subcommittee. 


Item 2 


Esasco SERVICES, INC., 
New York, N. Y., August 14, 1956. 
Mr. Eart Cuuporr, Member of Congress, 
Chairman, Public Works and Resources Subcommittee, 
House Office Building, Washington, D. C. 


Dear Mr. Cuvuporr: In reply to your letter of August 3, 1956, our information 
on the questions you ask is as follows: 

(1) From the year of the inauguration of the annual presidents’ conferences 
to the time Ebasco diversified its clientele in 1942— 

(a) Were the invited presidents limited to those of former subsidiary 
companies of the Electric Bond & Share system? 

Prior to 1942 the presidents invited to the annual executive conferences 
were limited to those of the then subsidiary companies of Electric Bond 
& Share Co., as the clients of Ebasco at that time were limited to such 
companies. 

(b) If not, during which years were presidents of companies never affili- 
ated with the Electric Bond & Share system invited, and how many attended, 
either in person or by representation? 

See (1) (a). 

(2) From 1942 to 1955— 

(a) Were the presidents invited to the annual presidents’ conferences 
limited to those of former subsidiary companies of the Electric Bond & Share 
system? 

No. 
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(6) If not, to what companies, generally, were invitations extended, and, 
for each year, what companies never affiliated with the Electric Bond & Share 
system actually had a president or his representative attending the con- 
ference? 

Invitations were extended to executives of public utility companies 
which took the group services or those which took a broad range of serv- 
ices of Ebaseo. Names of public utility companies which have never 
been affiliated with Electric Bond & Share Co. and which had the chief 
executive or his representative in attendance at one or more of the 
annual conferences in the period 1942 to 1955 are as follows: 

Chattanooga ‘Gas 

Columbus & Southern Ohio 
Kansas City Power & Light 
Mid-South Gas 

Mississippi Valley Gas 

Northern Arizona Light & Power 
South Atlantic Gas 

Texas Eastern Transmission 
Tidewater Power 

(3) (a) What portion of the expense of these annual conferences is now regu- 
larly borne by Ebasco itself without any reimbursement? 

Except for the preparation of special papers and reports which are charge- 
able to group service orders or overhead, the entire expenses directly re- 
lated to the annual conferences are borne by Ebasco itself without any re- 
imbursement. Such expenses include the cost of the facilities used for the 
conference, the preparation of special exhibits presented at the conference, 
and the time of personnel in handling travel or hotel reservations for the 
executives attending the meetings. Ebasco does not pay the traveling or 
hotel expenses of the executives attending the conference. 

(0) In the event there is such expense not borne by Ebasco, is this expense 
assessed against ail invited companies, or only against those which actually 
accepted the invitation, or how is this expense shared? 

See (3) (a) above. 

Very truly yours, 





C. H. ANDERSON, 
Secretary-Treasurer,. 





APPENDIX VI—Correspondence relating to preparations for Ebasco presidents’ 
meeting, December 1952 


ITEM 1 
SEPTEMBER 26, 1952. 
Mr. HENry B. SARGENT, 
President and General Manager, Arizona Public Service Co., 
Phoeniz, Ariz. 

Drar Henry: I was sitting in Louis Sutton’s office when you phoned him 
about Herbert Weatherspoon undertaking the presentation at the Monday meet- 
ing on the need for amendment of the Federal Power Act. Weatherspoon will 
undertake to put it on providing an interesting and invaluable statement can 
be made. I have talked to him about the details and expect to see him again 
Monday, the 29th, in Raleigh and talk some more. I believe he is very much 
interested in the subject and, as he is a very fine speaker, I know he will do 
a first-class job. 

Charlie Wilson sounded off on selling the Government’s property used to con- 
duct its businesses to private investors, and you will note that U. S. News & 
World Report of September 26 has an excellent followup article on the same 
subject. I believe that the appearance of the statement and this article (and 
I understand there has been some newspaper comment besides, all of it favora- 
ble) gives a very good foundation for Kinsey Robinson’s talk on the same 
subject. I believe that I would want to rewrite the outline which I gave you 
and which was incomplete because it lacks figures, and give a somewhat different 
pitch to it. This I will proceed to do as soon as I can. 

Last night I received a call from Ed Royer, in Spokane, concerning the 
Wilson statement. It seems that the Governor of Idaho is going to talk in 
some economic conference in Minneapolis on the 29th of this month. As the 
Governor is a firm believer in free enterprise, he was very much interested in 
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the Wilson statement and plans to say something along the same line at this 
conference. Ed asked if a Mr. Nixon, who is a lawyer in Boise and is a con- 
sultant for the Idaho Power Co., could call me this morning and talk about it. 
He did so and we conversed at considerable length, and I gave him some data 
concerning the extent of the Federal investment in the power business both 
in kilowatts and dollars and what might be recovered from that investment 
if it were disposed of to companies, municipalities, and the general public. He 
said of course the time was very short to do much and that the Governor was 
mainly interested in the general idea of the Federal Government getting out 
of business in all lines, but wanted to talk about the power business in particular 
because it is of such great concern to the people of Idaho. I understand that 
Tom Roach and Art Inman are in New York and I am on the phone trying to 
locate them to tell them about it, but so far have not found them. I do think 
we picked a mighty good subject for our own Monday meeting when we hit 
on this one. 

I have gotten the material on J. B. Thomas’ statement on power sold to Federal 
marketing agencies for resale, and I will have it ready to send it to him before 
very long. I talked further to Don Marquis and expect to have a meeting with 
him the latter part of next week at which time I will collect the information you 
need on atomic power for what you want to say. As far as I know now you 
have received acceptances from Jack Corette, J. B. Thomas, and Herbert 
Weatherspoon. I do not know whether or not you said anything to Kinsey. 
Kinsey expects to be here all of next week and it would be a good opportunity to 
talk to him if you think it wise concerning the subject you expect him to discuss. 

I think that the outlines or statements should go to these men around 
October 15. With your permission I will get them out to them as rapidly as 
they are finished, sending you a copy of course. If you should want to see them 
before they go out then I will send them to you for transmittal to the various men. 

I have heard a good many complimentary remarks about your talk in Chicago 
and I too thought it was very good. It was just the kind of a statement that I 
hope you will get from the participants at the Monday meeting in December. 

With very best regards. ; 

Yours very truly, 
C. N. PHILuips. 


ITEM 2 


[Enclosure: Statement of notes on taxation and chart—SPA versus Corps of 

Engineers. ] 
Avueust 15, 1952. 
Mr. H. B. SARGENT: 
President and general manager, Arizona Public Service Co., 
Phoeniz, Ariz. 

DEAR HENRY: Several days ago I wrote you that I expected to be in New York 
the week of September 8 and will be prepared to discuss the presidents’ meeting 
with you. 

It seems to me that the most effective way to help the participants in the first 
day’s meeting would be to work up an outline or a brief statement of the subjects 
to be discussed and the points which should be made and furnish such an outline 
or statement to them, together with sketches of the charts which could be used 
in connection with their brief talks and pertinent data to help them in preparing 
what they had to say. 

In a meeting such as this I suppose that most of them would like to work up 
their own remarks from these outlines or talk off the cuff from them, but if any 
of them wished me to prepare a statement for them of course I would be glad 
to do so. I have gathered together a good deal of material with above plan 
in mind. 

The one subject, however, that I am not too well informed on and that is the 
recent activities of the NAEC Power Marketing Committee. I believe John 
Kimball is on it and I was wondering if he could prepare an outline of the sub- 
jects which could be brought up in the meeting. It seems to me that all of the 
statements I have heard about the activities of this group have been quite foggy, 
and in a closed meeting as we will have I believe it would be a good idea to get 
down to brass tacks and deal with the subject frankly and directly. 

The subject of taxes was not on our agenda for the first day, but it has come 
to the fore with great suddenness due to the request made by the congressional 
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staff in Washington for suggestions for changes and improvements in the present 
Federal tax laws. Enclosed you will find a memorandum which I have written 
on the subject which I am sending you for your confidential information. I under- 
stand this memorandum may be the basis of a letter by Mr. Oakes to the Edison 
Electric Institute board concerning industry action on the request. Sometime 
during the meeting this matter ought to be discussed briefly because there are 
some very important policies involved in the future taxation of the electric utility 
companies in this country and the possibility of removing the tax-free special 
privilege now enjoyed by public power. 

Late this spring hearings were held before the subcommittee of the Committee 
on Public Works of the House on the Study of Civil Works. These hearings 
attracted little attention at the time and the electric companies have not partici- 
pated in them. A printed record in three volumes is now available and is ex- 
tremely interesting. A cursory review of the testimony would be most mislead- 
ing and I am endeavoring, therefore, to really get at the meat of what has been 
said, in order to write a good review for distribution to our clients. We certainly 
ought to mention what is going on at the presidents’ meeting. I am not sure that 
it would be a good subject for a paper, but attention might be called to the im- 
portance of the matters which it brought out. As I understand it, this testimony 
may be the basis for legislation in the coming Congress. 

One piece of testimony was so important that I have prepared the enclosed 
chart to illustrate it and am sending it to our clients as a sort of notice that we 
are watching and weighing what is taking place. As I suppose you know, there 
is sharp conflict between the Department of the Interior and the Corps of Engi- 
neers as to the methods which should be used in allocating the cost of multiple- 
purpose dams to power. The difference between these 2 methods when applied 
to the 12 Army engineers’ dams now in service, under construction, and proposed 
for the Southwest is very great indeed. Interior apparently starts with the power 
rates it has set up, and selects a cost-allocation method to give it the answer it 
wants. As a result, on some of the projects the benefits for the other purposes 
of the dams are not enough to justify the cost allocated to these purposes. 

The Army engineers, onthe other hand, allocate more in accordance with the 
extent of the benefits used to justify the construction of the project. 

The difference to the power users of the area is obvious. 

This conflict in views illustrated by this chart is characteristic of the many 
different opinions, ideas, theories, and remedies that are discussed by the many 
witnesses that appeared before the subcommittee. 

I hope to get away on Friday for a few days in the North Woods; will be back 
right after Labor Day. 

Yours very truly, 
C. N. PHILLIPS. 


ItEM 3 


ARIZONA PUBLIC SERVICE Co., 
Phoeniza, Ariz., October 8, 1952. 
Mr. C. N. PHILLIPS, 
Ebasco Services, Inc., 
New York, N. Y. 


Dear C. N.: Kinsey Robinson has agreed to take the assignment of handling 
the subject of private capital replacing the Federal Government in the owner- 
ship of power facilities. Perhaps by this time he has mentioned it to you since 
he told me he was going to be in New York and try to do so. On Monday I 
talked to John Loiseau and he was not willing to take the subject on preference 
and has serious doubts as to whether he will be able to attend the meeting in 
New York. What would you think of my asking Inman of Idaho to handle this 
and if it should happen that he is not going to be there, we could get John Kim- 
ball to handle it although I prefer to have someone from a company other than 
mine. 

With respect to your sending the outlines to the men on the program, there 
is no reason for you to send them to me first but I would appreciate it if you 
would send me a copy of them at the same time you transmit them to the speakers. 

With best personal regards, 

Sincerely, 


HEnry B. SARGENT, 
President and General Manager. 
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Item 4 
OCTOBER 17, 1952. 
Mr. H. B. SARGENT, 
President and General Manager, Arizona Public Service Co., 
Phoeniza, Ariz. 

Deak HENRY: This is in answer to your letter of October 8 regarding the Presi- 
dents’ meeting. I think that Art Inman, of Idaho Power Co. would be a fine 
man to handle the preference-clause matter. I would suggest that you ask him 
personally by phone, emphasizing the importance of having the backing of the 
men to be present at the meeting for the program which the committee will 
propose this winter. Incidentally I got a letter from Ray Baker, of P. L. Smith’s 
organization suggesting that we put a man from the committee on the program 
to explain what is proposed to be done. 

Art Inman has been in Washington the past week and I have been doing some 
work with him in connection with some talks that have been given and are to be 
given involving the industry. I am enclosing one. I think that you will be par- 
ticularly interested in the last few paragraphs. 

Kinsey Robinson has been here all week and I have talked to him about his 
assignment for the Monday meeting. He has asked me to prepare a statement 
for him which I am in the process of doing. The statement for Weatherspoon is 
finished and I am awaiting the sketches to accompany it before I send him a copy. 
The others are in various stages of preparation but will be out before very long. 
There is a meeting going on in New York today which will give us much of the 
data we want for your statement about atomic power. 

I will send you a copy of the statements or outlines which I prepare for the 
men who will participate. 

George Gadsby has been here this past week and he is getting all primed for 
his part in the Monday meeting. Have you done anything about notifying the 
various discussion leaders who will lead the afternoon discussion? If you move 
Art Inman from that position to give him the primary paper, I think Allan Smith, 
from Portland, Oreg., who is also on the committee, would be a good man to lead 
the discussion. J. B. Thomas has agreed to talk in place of Ham. Moses in the 
morning session and, inasmuch as we do not now plan to talk about the consoli- 
dation of the electric utility agencies, it will not be necessary to replace him. 
John Kimball said that you expect to be in New York the early part of November 
and I am looking forward to talking the meeting over with you and winding up 
the various loose ends. 

With best personal regards. 

Yours very truly, 
C. N. PHILLIPS. 


NOVEMBER 7, 1952. 
Mr. J. E. CorETTE, Jr., 
San Francisco, Calif. ; 

Dear JACK: Enclosed is a draft of your opening remarks on December 1 at 
the Presidents’ meeting as per your request made over the telephone. Eight of 
the charts are in final form. The ninth, The Road to Socialism, is only a sketch. 
We tried a number of different ways of preparing this in order to get the very 
best one, because I believe that it is a good idea that is certain to make an 
impression. Even though these charts are apparently in tinal form, we have 
not made the exhibition copies nor the slides from them, and you are free to 
make any changes you desire or to add other charts just so long as we get them 
in time to do the drafting-room work and have the slides made. 

As it stands the talk will take about 25 minutes to deliver without any extensive 
ad libbing. You will note that I did not say very much about the election. I 
wrote my remarks the day after the good news came in and we may be able to 
write a better appraisal nearer the time of the meeting than was possible in the 
midst of the election excitement. 

You will also note that I said very little about the most difficult problem the 
utilities have in accomplishing any worthwhile results in the field we are consid- 
ering. This difficult problem is the seemingly insurmountable task of getting 
the utilities together to present a reasonably common front. There are always 
so many who will not take part or join in any concerted action. I believe most 
of the men at the meeting realize this very fully and, personally, I thought as I 
wrote it that it was not particularly good taste or particularly wise to labor the 
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point too much. However, as I read over the draft I have a feeling that perhaps 
something more forceful could be said than I have outlined. 

I am also enclosing, as per your request, a copy of the charts which I used in 
my talk at Sioux Falls, 8S. Dak. Some of these charts were quite large, the size 
varying with the degree of emphasis that I wished to place upon them. They were 
pasted on the wall of the meeting room and I walked around them and described 
what they meant instead of making a set written talk to bring out the points I 
wished to make, hence, the lack of a manuscript to send you. However, I did 
have an outline which I had in my hand to keep me reasonably on the track and 
to supply necessary figures to answer questions. I am enclosing a copy for what- 
ever value it may be to you in following what the charts are intended to develop. 
The talk was aimed at the utilities in the Dakotas, Iowa, and Minnesota. These 
companies will bear the brunt of the public-power activity just as soon as Fort 
Randall places its first unit in service. Very evidently the public-power boys 
intend to move into Iowa and Minnesota with their large number of preference 
customers. The companies in that general area still seem somewhat bewildered 
by what is going on and the prospect ahead of them. Therefore, my purpose was 
to show the large stake which the Government had in the power business in that 
area, the great number of preference customers which would serve as a basis 
for the Federal power monopoly that might be in prospect, and some of the 
things that the companies will be faced with when Interior is ready to move. In 
addition, I did a good bit of talking about the development of the main stem 
of the Missouri by the five dams because so little is understood about what they 
will and will not do. 

In the talk I found that chart No. 14 created the most interest as few of those 
present seem to have realized that there was just not enough water in the 
Missouri Valley to do all of the things proposed by the Federal planners. 

Of course, I said a great many things that are not in the outline, particularly 
when the audience showed such great interest in what I was talking about. This 
included many of the practical aspects of flood control that seem to have been 
overlooked in the Pick-Sloan plan. 

The office is quieting down a little after the election. The PIP steering 
committee meets Friday, the 14th, in New York and I imagine it will be a lively 
session with much discussion as to where we go from here. 

With very best regards. 

Yours very truly, 
C. N. PHILLIPS. 


P. S.—As per your telegram I am enclosing an additional copy of the talk and 
charts, and also mailing an extra set to you in Butte. 


ITEM 6 
NOVEMBER 19, 1952. 
Mr. W. W. LyYNcH, 
President and General Manager, 
Texas Power & Light Co., Dallas, Tex. 

Dear BILL: I talked to Henry Sargent last night on the phone and he tells me 
that you agreed to comment on the paper which J. B. Thomas will give at the 
presidents’ meeting on Monday, December 1. I am enclosing a copy of the paper 
together with the charts which will be shown on the screen in connection with it. 
It is very probable that J. B. will either rewrite my draft or will use it as a basis 
for an extemporaneous talk. However, I am sure that the substance of his 
remarks are contained in the draft which I am sending to you. 

I am looking forward to seeing you at the meeting. 

Yours very truly, 
C. N. PHILLIPS. 


ITEM 7 
NOVEMBER 19, 1952. 
Mr. C. E. OAKES, 
President, Pennsylvania Power & Light Co., 
Allentown, Pa. 

Dear CHARLIE: I talked to Henry Sargent last night on the phone and he tells 
me that you agreed to comment on the paper which Kinsey Robinson will give 
at the presidents’ meeting on Monday, December 1. I am enclosing a copy of the 
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paper together with the charts which will be shown on the screen in connection 
with it. I do not expect that Kinsey will do any rewriting, but, of course, he may. 
However, I believe the substance of his remarks are contained in the material 
which I am sending to you. 
I am looking forward to seeing you at the meeting. 
Yours very truly, 
C. N. PHILLIPS. 


ITEM 8 
NovEMBER 19, 1952. 
Mr. W. O. TURNER, 
President and General Manager, Louisiana Power & Light Co., 
New Orleans, La. 

DEAR BILL: I talked to Henry Sargent today on the phone and he tells 
me that you agreed to comment on the paper which Mr. W. H. Weatherspoon, 
vice president and general attorney for Carolina Power & Light Co., will give at 
the presidents’ meeting Monday, December 1. I am enclosing a copy of the 
draft of the paper which I prepared for him, together with the charts which 
will be shown on the screen in connection with it. 

Mr. Weatherspoon is rewriting the draft and plans to include considerably 
more in it than I did regarding the desirability of preserving and extending the 
rights of the States in contrast with those now claimd by the Federal Power 
Commission. I expect to see Mr. Weatherspoon in Raleigh Monday and, if at 
all possible, I will send you a copy of his rewrite from there. I do think, how- 
ever, that if I am unable to do so you will find that what I have in my draft will 
be sufficient for your purposes in preparing to lead the discussion. 

I am looking forward to seeing you at the meeting. 

Yours very truly, 
C. N. PHILLIPS. 


Item 9 
NOVEMBER 20, 1952. 
Mr. J. T. KIMBALL, 
Phoenia, Ariz. 

DEAR JOHN: As per the request you made by telephone yesterday, we are 
sending you tonight a draft of your remarks for the presidents’ meeting December 
1. TI understand from your conversation with me that you intend to add some 
opinions of your own concerning your area, and so I have confined what I have 
said solely to reporting what I believe to be the present situation of the matter to 
be discussed. At Henry’s request I am sending a copy of my draft to Allan Smith 
in Portland. While it is not definite that Allan is coming to the meeting, Henry 
hopes that he will be there and be in position to lead the discussion in the 
afternoon. 

I am also enclosing our last copy of Jack Corette’s remarks and I would 
appreciate getting them back when they have served your purpose. I expect 
Jack to rewrite what I said, but I believe my draft contains the substance of his 
keynote speech. I hope to enclose the charts to go with it, but rather than delay 
sending this until tomorrow, the letter will go off without them if they cannot be 
made ready in time. 

With very best regards. 

Yours very truly, 
C. N. PHILLIPS. 


ITEM 10 
NOVEMBER 20, 1952. 
Mr. ALLAN A, SMITH, 
Laing, Grey & Smith, Portland, Oreg. 

DEAR ALLAN: I talked to Henry Sargent on the phone yesterday and he tells 
me that he is hoping you will be able to be at the presidents’ meeting on Monday 
December 1, to lead the discussion of John Kimball’s paper on the preference 
clause. At his request I am sending you a copy of the draft which I prepared 
for Mr. Kimball and a copy of the letter of transmittal which is self explanatory. 

I just wrote a reporter's account of what I believe the situation to be. If 
you should have any adverse comments on what I said you should send them 
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direct to John Kimball in Phoenix. He expects to be working over the draft 
and making some additions to it during the next week. 

I certainly hope you do come to the meeting. Every subject of the Monday 
meeting concerns matters in which you have a direct interest. I think you 
would like to hear the papers and the discussion, and it would be most helpful 
if you could talk in every one of them. 

With very best regards. 

Yours very truly, 
C. N. PHILLIPs. 





ITEM 11 
NOVEMBER 21, 1952. 
Mr. H. B SARGENT, 
President and General Manager, Arizona Public Service Co., 
Phoeniz, Ariz. 

Dear Henry: Enclosed you will find the following material which closes out 
my drafts for the Monday meeting. 

1. Draft of talk for John Kimball together with letter of transmittal to 
John which explains itself. 

2. Copy of the text to go on the five slides which we will use during the 
discussion in the afternoon. 

3. Copy of the letters of transmittal to Charlie Oakes, Bill Lynch, Bill 
Turner, and Allan Smith, transmitting to them material for their use in 
preparing their discussions. J. E. Moore was in New York and I gave him 
his copy. 

4. Copy of the program for the Monday meeting as it now stands. I did not 
alter the time allowances to get the length of the papers as I think the al- 
allowance we now have is close enough for your purposes in keeping on 
schedule. ; 

I will be in Carolina Monday and Tuesday, but if you should desire any 
changes in the charts or any other information, you can call Dan Garvin and 
he will take care of it for you. 

Iam looking forward to seeing you a week from Sunday. 

With very best regards. 

Yours very truly, 

C. N. PHILLIPS. 





Irem 12 
DECEMBER 5, 1952. 
Mr. H. B. SARGENT, 
President and General Manager, Arizona Public Service Co., 
Phoenia, Ariz. 

Dear Henry: All of the reports that I got on the Monday meeting indicate 
that it was a great success and that it crystallized in everybody’s mind the 
problems that we have to soive in both the immediate and the more distant 
future. I was particularly appreciative of John Kimball’s remarks. He made 
a first-class outline of the situation and, in addition, gave to most of the people 
there the first clear understanding of the power marketing committee and 
what it proposed to do. 

In respect to the job which you assigned to me, I have been assembling data 
in this office on it and have enough to keep me busy for a few days. I have 
not been able to find a copy of the State authority act. Can you send me one 
without too much trouble? I do think that the detailed recent estimates would 
be helpful but, of course, I would rather get them on my own than through 
anyone else. If a complete estimate has been made, no doubt there have been 
sketches of the structures prepared to serve as a basis for the figures. These 
sketches would be interesting because then we could make up our minds as to 
whether or not the project has been extravagantly designed. 

If you have any other recent information about the project which would be 
helpful to me, I would like to read it. 

With very best regards. 

Yours very truly, 
C. N. PHILLIps. 





~waw F* wa 


= eS Se ee Sh 


EFFORTS TO INFLUENCE SECRETARY OF THE INTERIOR 379 


ITEM 12 
DECEMBER 19, 1952. 
Mr. ALLAN A. SMITH, 
Laing, Grey & Smith, 
Portland, Oreg. 

DrAR Mr. SmituH: Per your letter of December 12, I am sending you a full 
set of the charts which appeared on the bulletin board at the presidents’ meet- 
ing. Certain of these charts will be included in the regular chart book which 
you will receive about Christmas. 

Wishing you a very happy Christmas. 

Yours very truly, 
N. PHILLIPS. 


ITEM 14 
DECEMBER 19, 1952. 
Mr. H. F. MINNIs, 
Vice President, Arkansas Power & Light Co., 
Pine Bluff, Ark. 

DeAR Mr. MINNIS: Per our telephone conversation of today, I am sending 
you herewith a black-and-white set of the charts which we furnished earlier 
to Mr. Moses in colored form. As I suspected, I found that I did not have any 
more copies of my talk as presented, and we were unable to get one typed out 
in time for the mail tonight. We will forward one to Mr. Moses early next week. 

Yours very truly, 
C. N. PHILLIPS. 


[vem 15 
DECEMBER 23, 1952. 
Mr. C. H. Moses, 
Chairman of the Board, Arkansas Power & Light Co., 
Little Rock, Ark. 
Dear Mr. Moses: Per my letter of December 19 to Mr. Minnis, I am enclosing 
a copy of my remarks at the presidents’ conference, together with an uncolored 
set of the charts so you will know what I am talking about. I have not edited 
my talk in any way. 
' With very best regards. 
Yours very truly, 
(. N. PHILLIPs. 


APPENDIX VII—Some speeches delivered at Ebasco presidents’ meeting, 
December 1952 


{Prepared by J. B. Thomas and presented by C. N. Phillips, December 1, 1952) 
ITEM I 
Power SHOULD Nor BE Soip to FEDERAL MARKETING AGENCIES FOR RESALE 


The Department of the Interior is now asking electric companies in the vicinity 
of some Federal multipurpose dams to sell steam-electric power to the Federal 
marketing agencies for resale. “Asking” is too polite a word to describe what is 
being done—‘‘demanding” would be better. The purpose is to firm up low-load- 
factor hydros so that the administrator of the agency can have a power supply 
on which he can depend, go into the power business, and raid the very companies 
from which he buys the steam energy. 

Now, judging from the various actions of these power administrators, it may 
be a little hard to believe that they are not supposed to be in business like the 
utilities, but are only supposed to dispose of the output from Government proj 
ects. They are, in fact, operating under five legislative acts which give them 
limited powers and restrict their field of operation. 

So a good place to start is with these acts that are the foundation of what 
is going on in respect to the power operations of these Federal marketing agencies. 

Let us start with the first one of these laws: The Reclamation Act of 1906 
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All of the reclamation projects save those expressly assigned to the Bonneville 
Administration for marketing come under the wording that appears on the 
screen. 

Subsequent reclamation acts and amendments have retained this wording or 
its substance, and, while there may be some additional provisions that I did not 
locate, I believe that the wording I have quoted is the basis for the utility 
business which the Bureau of Reclamation has developed, using the power supply 
from reclamation dams. I fail to find a word in the applicable sections of the acts 
authorizing the Secretary to purchase power for resale or even to exchange 
power with other utilities. 

The TVA Act was the first major piece of legislation under the New Deal. 
What it had to say is on the screen. 

Again, there is not a single word about the purchase of power for resale, but 
the act does authorize the Authority to exchange power with other power sys- 
tems. When I examined the TVA annual reports I find that the Authority has 
been careful to record the major part of its power transactions with other utili- 
ties as interchange. However, from time to time TVA has purchased power for 
resale. Most of these transactions have been minor except during periods of 
power shortage and low water. The big jump in the item of purchased power in 
the report for 1951 is due to the purchase of the output of the Army engineers’ 
dams in the Cumberland River Valley from the Southeastern Power Admin- 
istration. 

I again refer you to the screen to see what the Bonneville Project Act of 1937 
says: 

You will note that these provisions closely follow those of the TVA Act and 
again nothing is said about the purchase of power for resale, only mutual ex: 
change of power is contemplated. 

The fourth law is the Flood Control Act of 1944 which says very briefly : 

“Sec. 5. Electric power and energy generated at reservoir projects under the 
control of the War Department and in opinion of the Secretary of War not re- 
quired in the operation of such projects shall be delivered to the Secretary of the 
Interior, who shall transmit and dispose of such power and energy in such manner 
as to encourage the most widespread use thereof * * *,.” 

The Flood Control Act says nothing about the purchase of power for resale 
nor does it authorize the exchange of power as did the Bonneville and TVA acts. 

In order to complete the record I should quote from the Fort Peck Act, passed 
in 1988. This act turned over to the Bureau of Reclamation the job of marketing 
the power from this project. It said: 

“The electric energy generated in the operation of the said Fort Peck project 
shall be disposed of by the Bureau * * *.” 

The act further implied that interchange of power was contemplated by au- 
thorizing the construction or operation of transmission lines for the purpose. 

Thus the marketing of Federal power is in the hands of two Federal bureaus. 

1. TVA with 51 Federal hydro and steam stations totaling 9,387,000 kilo- 
watts of projects in service and under construction; 6 of these stations are 
Army engineer dams, and have been placed under control of TVA through 
the sale of their output to the Authority by Southeastern Power Admin- 
istration. 

2. Interior, controlling the output of 62 such projects totaling 11,151,000 
kilowatts. These figures are exclusive of the 6 stations whose outputs have 
been sold to TVA; Interior in turn, is handling its share of the marketing 
using 4 of its agencies. 

Bonneville Power Administration is working under three laws, because it is 
marketing or will market power from both Army and Reclamation projects, and, 
of course, bound by its own special act. 

Southwestern and Southeastern Power Administrations are handling only 
Army dams, and therefore are working under section 5 of the Flood Control Act 
of 1944. 

The Reclamation Bureau is, of course, working under its own law, but is also 
handling Army dams under the Flood Control Act of 1944. 

There are two exceptions—the Falcon Dam in Texas, now nearing completion 
by the State Department, and the hydro powerplant at Sault Ste. Marie, Mich., 
where the power is being sold by the Army. 

Now I fully appreciate the great mass of precedent and custom and contracts 
that have been drawn up and interpretations by the Federal power boys and 
their lawyers and all of the other items which have been used to justify what the 
various marketing agencies are doing. I also know that the bureaucrats in 
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Washington very often use the wording of one act to justify what they do under 
another act when it lacks these provisions. But I do have an uncomfortable 
feeling that with a gun at their heads the utilities have entered into some trans- 
actions which very well may be outside the authority of the marketing agencies. 

In the Pacific Northwest and in certain other localities in the Far West the 
Federal power projects are in general high-load-factor stations, but in the 
Southwest, the Missouri Valley and along the eastern seaboard the dams that 
are now being built are low-load-factor projects. They are also very expensive. 
In order to justify their construction at all the designers had to put in a great 
deal of generating equipment to get a high capacity value for the enterprise, 
In most cases the amount of available prime energy is so small that these dams 
cannot operate at capacity on a firm basis unless the load factor is so low that 
the resulting power and energy cannot be used by itself to carry the loads of the 
customers of the Federal power administrations. 

I understand that the Federal Power Commission set a value on this power, 
generally in the form of a two-part formula, on the basis that the low-load-factor 
power would be used to pull peaks on the utility systems of the area and the 
Army engineers justified to the Congress the construction of these projects on 
that basis. 

I have three groups of such projects especially in mind. The first consists of 
the five dams on the main stem of the Missouri River. They are now under 
construction, and will total over 1,400,000 kilowatts. Their average firm load 
factor will be about 23 percent, and I think the amount of prime energy has 
been overestimated by the public power boys in this area, and in the other sections 
I will mention. 

The second is composed of the 10 projects in service and under construction in 
the Southeast with an installed capacity of about 1,280,000 kilowatts and an 
average firm load factor of 1645 percent. 

The third group is in the Southwest—nine projects of over a million kilowatts 
total. The average firm load factor will be about 15 percent. Three of the 
projects, all in service, have firm load factors of less than 10 percent. 

Of course, the output of every one of these projects could and should be sold 
to the utilities in the area for peak load purposes, This would have resulted in 
the most advantageous and widespread use of the power and energy, and would 
have assured, and I quote from section 5 of the Flood Control Act of 1944: 

“* * * The recovery (upon the basis of the application of such rate schedules 
to the capacity of the electric facilities of the projects) of the cost of pro- 
ducing and transmitting such electric energy, including the amortization of the 
capital investment allocated to power over a reasonable period of years.” 

Interior, however, has a different objective in mind. It wants to set itself up 
in the power business on a large scale in the area it has preempted and supply 
the entire needs of its customers—generally rural cooperatives, municipalities, 
power districts, and favored large industrial users. But, of course, with so little 
prime energy available, the amount of business Federal power could do if it sold 
only the power output of the dams to these customers would be small indeed. 
So Interior has endeavored in several ways to get supplemental steam to convert 
its low-load-factor hydros into dependable power supplies large enough to serve 
a large number of customers. 

Southwestern Power Administration proposed a plan for Federal steam-electric 
stations. The Congress did not look with favor on the idea, so Interior thought 
up another plan where REA would put up the money for some super co-ops to 
build the badly wanted steam plants with their appurtenant transmission lines, 
and then Interior would lease them for a long term and so by indirection would 
secure what it could not get directly from the Congress. 

The utilities in the Southwest naturally objected to the idea, and took the 
matter to court in Arkansas and Missouri. 

A limited trial of the Missouri case was held during October, before the United 
States District Court for the District of Columbia. In the judge’s order setting 
the trial are the following statements of the plaintiffs (the power companies) 
relative to the purchase of power for resale by Southwestern Power Administra- 
tion: 

“* * * SPA, under said contracts, would purchase electric power and energy 
for commercial resale to the public for doing which SPA has no authority,’ 
And further: 


“If the Flood Control Act of 1944 or any other statute were construed as 
authorizing SPA * * * to purchase power and energy for commereial resale to 
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the public, then said statute or statutes would to that extent be void as in excess 
of any constitutional authority of the United States.” 

No one can tell at this time whether or not the court will pass on these specific 
issues. The case may be decided on one or more of the many other issues that 
have been presented. I do not think that we should wait for the court decision to 
come through. We cannot, for too many contracts will be signed in the meantime, 
and too many precedents will have been established while the case is making its 
slow way through the courts. 

In the meantime, being practical politicians, the Interior boys have moved to 
improve their position somewhat by contracts with the local utilities. They have 
a potent weapon—the preference clauses. The main effort of the electric com- 
panies has been to keep the construction of unnecessary Federal transmission 
lines within reasonable bounds, generally through wheeling agreements. Under 
cover of these agreements, and using the shotgun methods in vogue with Interior 
under its old management which I hope is gone forever, the Interior boys have 
secured some other concessions that I do not believe it should have. 

In Texas a contract is in operation by which the low-load factor Federal 
power and energy is taken into the utility systems, and a limited amount of 
usable utility power and energy is taken out of the utility systems to serve 
the SPA’s customers. The Federal power and energy are taken into the utility 
systems at unit prices. Credited to the gross amount of the Federal power bill 
is the amount of nonsimultaneous power and energy that SPA takes out of the 
utility systems, also at unit prices. 

This transaction may be an exchange of power, or be deemed a purchase of 
power by SPA for resale. Just what it is, is really unimportant, because I do 
not believe that SPA has any real authority to either exchange or buy power. 

Oklahoma Gas & Electric Co. made a somewhat similar agreement with SPA, 
except that each of the parties pays the gross amount due each month, instead 
of the net amount. 

The new 12 company contract with SPA which I understand has been signed 
but not yet approved by Interior, follows the same plan in respect to accounting 
for exchanges. 

Pacific Gas & Electric signed a contract with Reclamation whereby it will 
sell power to Reclamation if and when the Federal power supply runs short 
of the power requirements of Federal customers. 

I could go on at length, for there are many contracts and each one is different 
in some detail. But there is one new agreement so significant and so illustrative 
of the problem we are discussing that I want to tell you about it. 

Just recently Southeastern Power Administration has signed a contract with 
Virginia Electric that goes far beyond any previous agreement in supplementing 
iow-load factor hydro, and is asking Louis Sutton to sign a similar contract. 

The duration curve on the screen shows in oversimplified form what SEPA 
is trying to do with Buggs Island power. ‘The load shape is for a typical week 
and approximates the load of the preference customers that SEPA proposes to 
serve. The figures are for the prime power and energy available during a low 
water week. 

The little curve on the left shows the amount of primary load SEPA could 
serve if it depended entirely on Buggs Island. 

The big curve on the right shows what SEPA wants to buy from the com- 
panies to augment its own meager prime energy supply to enable it to go into 
business in a big way in this area. There is no camouflage of power exchange— 
SEPA would buy energy and pay for wheeling with cash. 

If SEPA gets what it wants in this case, it will have nearly four times as 
much power to sell for general. utility purposes as it would have otherwise. 

One of the end results of what SEPA is trying to do in Virginia is that the 
project will not “money out’ as represented to the Congress when money was 
appropriated for construction. Here, as elsewhere, the only way the project 
could “money out’? would be to sell the power to the neighboring utilities for 
peaking purposes. 

The time has come for an understanding as to what these marketing agen- 
cies are, and the extent to which they can go in their operations. We tend to 
consider them as utilities. But as I read the acts that create them they are 
not. I do not think they have the right to buy power for resale. This had 
better be settled now, before they become formidable, subsidized competitors 
through power from our utility resources, and before they become so well en- 
trenched that nothing can be done about Keeping them within their legal limits. 

I believe that the way to put a bridle on these wild men that have been 
directing Federal power, is through a congressional directive. We cannot wait 
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on the far too slow and devious court proceedings. Relief is needed now and I 
for one am in favor of getting on with the job. 


ITEM 2 
PUBLIC RELATIONS ON A REGIONAL BASIS 


P. D. Brooks, December 2, 1952 


As we join the Nation in acclaiming a new leader in the White House, we 
are well aware that it will take more than a change in administration to halt the 
socialization of the electric power industry. It would be nice if we could look 
forward to 1953 as the year when our worries would end—when we could devote 
all our energies to the manufacture and sale of a vital commodity, free at last 
from the necessity of fighting for our very existence. But it is not that easy. 
The knife has cut too deep. It will take more than a clean sweep down in 
Washington to wipe out the industry’s losses of the last 20 years. 

TVA, Nebraska, Bonneville, and the hundreds of REA’s and other public power 
projects that dot the Nation are lasting reminders of a carefully executed scheme 
to take over the Nation's electric light and power industry. It will take far 
more than a change in administration to alter this map or convert the vast army 
of promoters, many of them sincere and well intentioned, who have built this 
socialistic power empire. 

We must not for a moment lose sight of the fact that 2 out of every 3 Ameri- 
cans have no adult experience predating the New Deal. To many of these 
younger people, public power is just as acceptable, and no more socialistic, than 
Government operation of the postal service. 

Before I become labeled as a confirmed pessimist, let me hasten to say that the 
picture is encouraging in many respects. Tremendous strides have been made. 
Year after year, national’ opinion surveys show steady gains in the number of 
those who favor private ownership and operation of the Nation’s electric com- 
panies. From only 41 percent who favored private ownership 10 years ago, the 
figure had risen to 53 percent in our favor by 1951. This is a truly remarkable 
change in public opinion. Yet, applying these figures on a personal basis, I doubt 
that any of us would take much comfort from the fact that only slightly more 
than half of our neighbors were in favor of letting us continue to live. 

I point out these things not to cast doubt on the superb job that has been done 
by the Nation’s electric companies, but only to reemphasize a fact well known 
to all of us—that our problems will not melt away with a change in administra- 
tion—that our case must still be tried before the court of public opinion. 

How well you have succeeded in molding public opinion in the areas you 
serve has been proven ou many occasions. This has been accomplished in a 
number of ways. First of all, you live right. Not only are company policies 
and procedures designed with the best interests of your customers always in 
mind, but each individual employee is well aware of his broad responsibilities 
to the customers he serves. In addition, you have learned to interpret these 
policies and procedures to the public by word of mouth, through newspapers, 
radio, in some cases television, and many other media. This organized and 
intensive effort at the local level has made a tremendous impact on the residents 
of your service areas. 

On a national level the industry is also beginning to be hear and appreciated. 
Through the Edison Electric Institute, for instance, industry spokesmen are 
doing an excellent job of informing the general public about the industry’s aims 
and accomplishments. The public information program of the industry is also 
rendering a valuable service in conducting the research and supplying the infor- 
mation essential to your local public relations activities. Other industry groups, 
too, are playing a vital part in rounding out the industry’s public relations 
activities on a national scale. 

To repeat, then, the industry is doing an increasingly effective public relations 
job both at local and national levels. This is reflected in a tightening up of 
eongressional appropriations for additional Federal power projects. Where 
only a year or so ago the public power planners found Congress generally in an 
“ask and you shall receive” frame of mind, more recently requests for public 
power have met with stiff resistance. So effective has the utilities’ advertising 
program become that this disgruntled gentleman at the so called electric con- 
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sumers’ conference in Washington last spring aroused a storm of protest all over 
the Nation when he suggested that the investor-owned utilities be prohibited 
from presenting the case for private enterprise. 

Between this splendid public relations job that is being done by your individual 
companies, and the progress that has been made nationally, however, there is a 
definite gap. It is this regional gap in our public relations activities that I would 
like to talk about today. 

America is a Nation of geographic regions. Unfortunately, from the stand- 
point of the electric industry, these regions seldom coincide with your service 
areas or even in most cases with State boundaries. Actually they are made up 
of groups of people tied together through topography, resources, climate, or other 
natural considerations. The public power planners have recognized this for 
years and have directed their efforts along regional lines. Here, for example, is 
the river basin approach to regional planning contained in the President’s Water 
Resources Policy Commission report. Similar regional breakdowns have been 
proposed by other public power enthusiasts in the past and much of the growth of 
the socialistic power empire, as you know only too well, has been along regional 
lines. 

Even a casual inspection shows that most of the Nation’s geographic regions 
are served by several utility companies. Generally, these regions surround and 
are dominated by one or more large cities. As a consequence, the various com- 
munications media of the large cities predominate and extend far beyond the 
boundaries of any one operating utility. 

In the case of Pennsylvania, for example, the Philadelphia, New York, and 
Pittsburgh radio and television stations quite thoroughly cover the State, and 
spread over a wide, surrounding area as well. Rates on these stations, as you 
would expect, are correspondingly high. Utilities operating outside the big 
cities, such as Pennsylvania Power & Light, Metropolitan Edison, and Scranton 
‘iectric find it unwise to use these media not only from the standpoint of cost 
but because it just doesn’t make sense to carry messages over their individual 
signatures into such widespread areas. The same situation exists with the large 
daily newspapers and many other publications and, to a lesser extent, with 
billboards and similar media. This condition is found in varying degrees in every 
geographic region of the Nation. 

As a resuit, most metropolitan media carry messages from metropolitan 
utilities out into the service areas of transmission line companies. In some cases, 
this has resulted in the metropolitan company feeling that its neighbors are tak- 
ing a free ride. On the other hand, the transmission line companies sometimes 
find that messages are being forced on their customers which are not applicable 
to local conditions. Or worse yet, many important media with good coverage are 
not used at all because no one company can justify their cost. 

The net result is that your customers may be receiving many confused and 
conflicting impressions of the utility industry, or no impression at all. Re- 
member, many of your most important opinion formers are engaged in activities 
which bring them in contact with several operating utilities. This is generally 
true of National and State legislators. It is also true of top church people, and 
many business and industrial leaders whose operations are in a number of com- 
munities. Friendships, too, extend beyond company service areas and views 
on your rates, policies, and general good neighborliness are frequently exchanged. 

For many years utility executives have sought a solution to this problem and 
many excellent working relationships have been established between neighbor- 
ing utilities in several sections of the country. This is especially true in the field 
of area development, and the fine program of the Middle South system is a 
practical example. In the broader field of public relations, however, much re- 
mains to be done, for without a coordinated plan of action individual com- 
panies may be easy prey to the pick-em-off-one-at-a-time tactics of the public 
power planners. As one approach to the problem, farm services are advertised 
in some States through cooperative ads in State farm publications which carry 
the signatures of each of the State’s electric companies. The ECAP network radio 
show is another example, with the local station announcer cutting in to name 
sponsors within the range of his station. However, there have been relatively 
few instances where all the utilities in a geographic division have presented 
a truly united front to the entire region. 

During the course of this conference you will hear discussions of the tax 
situation; the atomic energy program; and the possibilities of eventually dena- 
tionalizing those segments of the electric industry that have come under Govern- 
ment ownership. 
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Each of these subjects is of vital interest to your customers. But each one is 
aiso extremely complex and will take much educational work over a long period 
of time to be really effective in improving the industry’s public relations. Such 
subjects typify the need for coordinating the efforts of the many operating com- 
panies toward a long-range program of public education at regional levels, to fill 
the gap between local and national efforts and to present a unified and cohesive 
program to the general public. 

Let me set your minds at rest on one important point at the outset. Coordi- 
nated public relations on a regional basis does not involve the formation of a new 
association, or the appointment of new committees that hold meetings to appoint 
new committees. I am sure you will agree that most of us have about all the 
meetings we can handle now. Regional public relations is simply a method of 
coordinating the work that is being done now and extending it beyond the 
boundaries of individual service areas. 

Perhaps the best way to make clear to you just how a regional public-relations 
group is put together and how it operates, is to think of it in terms of a similar 
grouping of effort with which you are all familiar; the electric power pool. 
From an operating standpoint, the power pool has been a lifesaver for the in- 
dustry. By pooling the resources of the member companies and operating them 
in unison, it made available the required capacity to carry the Nation through 
World War II and the terrific postwar expansion that followed. There is no 
need to recite its successes here. 

Public relations on a regional basis is almost an exact parallel to the power- 
pool idea. Instead of kilowatts, ideas are fed into the public-relations pool. 
Nothing is changed within the structure of the member companies, but each may 
benefit from the combined strength of the group. To follow through with the 
power-pool comparison, the expense and manpower requirements of each of the 
member companies will remain about the same, but the public-relations impact to 
the entire region will be materially strengthened. 

Let me give you a concrete example of a public-relations pool in action. 

When the United States Senate in 1950 signed a new treaty with Canada mak- 
ing additional water available on the Niagara River for power purposes, it speci- 
tied that Congress must decide who would develop the additional power. And 
the New York companies for the first time found themselves confronted with a 
major public-power problem. Things began to happen fast. A bill was intro- 
duced in Congress to make the project a Federal one. Another bill would turn 
it over to the St»te for development. A third bill would permit private enterprise 
to do the job. 

This map shows how the five principal New York State electric companies 
blanket the State. Notice how their service areas overlap and, in some cases, 
leapfrog into other sections of the State. Without any prior threat of Govern- 
ment ownership, these companies, as you might guess, had not been too closely 
associated with each other; and in several cases had taken little part in the in- 
dustry’s national programs. Now a situation was facing them which called for 
unified action. The five New York companies not only had to act fast in agreeing 
on the engineering aspects and assuring that financial assistance would be avail- 
able. They were also faced with the tremendous job of securing public under- 
standing and approval on a national scale for the private-enterprise bill. 

Immediately a committee was formed of personnel of the five companies, and 
work was begun on a brochure which would cover all of the salient facts of the 
Niagara issue. This was intended as an early mailing piece to opinion-forming 
groups throughout the country and was to serve as a pattern for all subsequent 
material. 

For several months this committee was in almost continuous session trying to 
put together a booklet acceptable to all concerned. One draft might satisfy the 
engineering people, but be totally unsuitable from a public-relations standpoint. 
Another would pass muster with 1 or 2 of the companies but get thumbs down 
from the other 3 or 4. It was just another case of being too close to the trees 
to see the forest. 

Meanwhile, time was passing and many things remained to be done if public 
cpinion was to be aroused in favor of private development of the Niagara River. 
Realizing the need for an objective viewpoint, we were called in just a little 
more than a year ago to coordinate the program of the five companies and 
assist in carrying their story tu the rest of the industry and to the Nation in 
general. 

Within a couple of weeks the basic Niagara booklet was on the press; and 
it has been the basis of all the Niagara promotional efforts since that time. 











386 EFFORTS TO INFLUENCE SECRETARY OF THE INTERIOR 


Once the major hurdle of preparing a basic brochure had been cleared, the 
other steps followed in logical order. Bear in mind that while the Niagara proj- 
ect was to lie wholly within the State of New York, Congressmen from all the 48 
States would determine who was to do the job. Thus it was essential that ways 
be found to carry the benefits of private development to a national audience, 

From the first, it was determined that the approach must be a positive one. 
Hence the slogan “Private enterprise can do the job cheaper, quicker, without 
public funds” which has been the theme of the entire program. 

What made it particularly difficult was that no one knew when the issue 
might come to a head. On the one hand, there was a race against time to get 
set for almost immediate action. On the other, there was the necessity of pre- 
paring for a long-range and continuing program of national education which 
could be accelerated or slowed down according to current developments. 

A policymaking group had already been set up composed of a top management 
representative from each company. Under this group, a working staff was named 
to handle the details of the “more power from Niagara” promotion. Office space 
in one of the five company buildings was provided and a staff secretary, stenog- 
rapher, file clerk, and two advertising and publicity men were provided from five 
company personnel. All of these employees, by the way, were already on com- 
pany payrolls, and a rearrangement of work assignments in their home offices has 
made it unnecessary to hire replacements. Their schedules are flexible enough 
so that, when occasion demands, they can devote full time to the project. At 
other times, only a day or so a week may be required. 

Preparation and release of all materials of a joint nature is handled through 
this staff office. This includes booklets, news releases, speech material, exhibits, 
ete. 

Prior to the time the staff office was set up, each of the five companies was 
sending out Niagara material to large numbers of people with whom contracts 
had already been established. This was resulting in an unnecessary waste of 
money, time, and material. In some cases recipients who were flooded with 
identical material from several sources were becoming irritated and refusing to 
read any of it. One editor of a national weekly reported that he had received 
seven pieces of identical literature about Niagara and had promptly thrown 
them all in the wastebasket. 

One of the first big jobs then was to set up a filing system which would com- 
bine the numerous lists and individual contacts of the five companies into a 
composite mailing list which could be serviced from the staff office. At the 
same time, each name on the list had to be carefully cross-referenced so that 
none of the personal contacts would be lost in the shufile. 

To retain the effectiveness of the personal contacts already established by 
the five companies, each card in the file was coded to show its source of origin. 
In this way a regular schedule of mailings could be maintained from the staff 
office; or almost overnight a widespread program of personal contacts could 
be put into effect—all from the same set of cards. 

Another phase of the Niagara project that was simplified and, at the same 
time, strengthened through the coordination of the five companies’ activities was 
that of employee information—and, as an offshoot, the formation of a speakers’ 
bureau. The New York companies have approximately 50,000 employees, a 
potent weapon to gain public approval for the Niagara project within the State. 
The problem was to reach all of these employees in a hurry with an interpreta- 
tion of the project in terms of their own interests, and to arm them with basic 
facts which could be passed along to their friends and neighbors and the com- 
panies’ customers. Some of the companies already had well-established employee- 
education programs. Others did not. 

The first step was to call in a cross section of employees from each of the com- 
panies and, by the conference method, build up a Niagara presentation which 
was simple, understandable, and in terms of their own self-interest. Once the 
basie story was developed, flip charts were prepared to dramatize its presentation. 

The next step was to call together group discussion leaders in each of the com- 
panies for briefing sessions prior to the employee training program. Within a 
month of the preliminary workshop get-together the show was on the road and 
50,000 employees were becoming equipped to tell the story of private enterprise 
on the Niagara River. 

Once the machinery had been set in motion to inform employees so that they 
could spread the word on an individual basis, the next step was to equip speakers 
with presentations which could be made before the various organized groups in 
their service areas. Again some of the companies had well-established speakers’ 
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bureaus which were already in demand by luncheon clubs and other groups. On 
the other hand, some of the companies had to start almost from scratch to select 
and train competent speakers. In either case, a series of standardized presenta- 
tions was prepared which could be adapted to the personality of the speaker and 
to the local conditions encountered. 

In the beginning the management group was in almost continuous session, but 
after the five-company plan had been coordinated, the need for these meetings 
became less and less. Now such meetings are quite infrequent, averaging about 
once every 6 weeks; and all but 2 clerical members of the working staff are on a 
part-time basis. 

The plan as it was developed with the New York companies has numerous ad- 
vantages. I will highlight just a few of them here. First, it assures that every- 
one will be telling the same story at the same time. Secondly, it presents to the 
State and to the Nation a unified utility front. This has greatly simplified the 
problem of securing national support for the private-enterprise story. Here, for 
example, are just a few of the editorials that poured in from all over the Nation. 

Another advantage in this joint approach to the problem has been that the 
smaller companies in the group have been able to participate in a program which 
might have been economically impossible on an individual basis. 

The very fact that all of the major New York electric companies are backing 
the Niagara project has taken it out of the narrow concept of one company fight- 
ing for a special privilege and has made it an industry fight for an ideal. These 
are a few of the chambers of commerce, service clubs, farm groups, trade 
associations, labor organizations, and others across the country that saw the 
broad implications in the Niagara preject and have volunteered their services in 
the fight. 

All of the above factors have added up to progress that seemed almost im- 
possible a year ago. 

Nearly a million pieces of Niagara literature have been distributed to opinion 
forming groups throughout the Nation. These have included the memberships 
of virtually every major trade association, as well as the American Medical 
Association, various labor organizations, legislators, editors, educators, ete. 
Many of these groups in turn have asked for additional material to send to 
mailing lists of their own. Several of you, I know, have distributed Niagara 
literature to your employees, stockholders, and other opinion-forming groups, 
and you will be interested to know that a new set of Niagara literature will be 
available shortly after the first of the year. 

Traveling exhibits on the Niagara project will have been seen by nearly 5 
million people by the end of the year. The exhibit has appeared at such gather 
ings as the General Federation of Women’s Clubs annual convention at Minne- 
apolis, State fairs in Iowa, Wisconsin, Texas, New Jersey, and Massachusetts, 
and was on display for 6 weeks in Grand Central Station, New York. It was also 
shown to an intensely interested audience at the recent annual AGA convention 
in Atlantic City. 

Speakers have discussed the project with over 50,000 key residents of New York 
State and with most of the electric industry groups throughout the Nation during 
the past year. No doubt each of you has heard the story at least once at one 
of your EEI, PIP, or ECAP meetings. Whenever the opportunity presented, the 
story was also told to interested groups outside of the industry, and particularly 
to those in the gas utility field. 

The project has been prominently featured in national ECAP advertising. 
The first ad entitled “Do You Want To Pay for a Goverrment Honeymoon at 
Niagara Falls?” has been widely reprinted by utilities everywhere, and sev- 
eral of you have used it in your employee publications and annual reports. 

The development of the Niagara by private enterprise has also been the sub- 
ject of numerous editorials and news articles in such publications as Colliers, 

Susiness Week, Pathfinder, Fortune, etc, 

By midsummer nearly a thousand resolutions and editorials favoring private 
development had come in from 46 of the 48 States, Nebraska and Tennessee 
being the only two missing. 

As the new Congress convenes, every effort will be made to solidify the gains 
of the past year. It is still too early to make any predictions, but this much 
we know. The coordinated efforts of the five New York companies, extended 
on a national basis, have brought the Niagara issue to the attention of the 
American public in a way that could never have been accomplished by one 
company alone. Regardless of the outcome of this fight, it has been an important 
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factor in welding together the electric companies of the region and has strength- 
ened their position on the national team. 

Fortunately, most of you do not have a Niagara in your backyard. Almost 
without exception, however, you do have threats, either immediate or long 
range, which may become just as severe. Perhaps the cross you bear is labeled 
SPA, BPA, or SEPA. Perhaps your threat will come over transmission lines 
still on blueprints, from generators not yet installed. Whatever the threat, it 
is not likely to disappear until the residents of your service area and of the 
Nation become thoroughly convinced that it is in their best interests to 
curtail further Government encroachment and look to you as the sole supplier 
of dependable low-cost electric service. This, we believe, can best be accomp- 
lished by adding to the already effective local and national activities, a series 
of regional public-relations programs, patterned along the lines of the Niagara 
project. 

The electric utilities in the State of Iowa have recently made an important 
step in this direction. Threatened with Federal transmission lines from a 
series of so-called flood-control dams on the Missouri River, these companies are, 
at present, tying their physical facilities together to form a statewide grid 
which will remove even the remotest excuse for Government transmission. 

Their story of expansion and progress is being told to the people of Iowa in a 
series of newspaper ads such as this, which are appearing in identical form in 
most of the newspapers in the State, over the signature of the local operating 
electric company. With this excellent beginning, consideration is now being 
viven to a permanent regional setup which will itensify the program of public 
information begun on a modest scale through the media of paid advertising. 

Obviously, local conditions must determine the extent and intensity of your 
efforts anf@ each program, to be fully effective, must be tailormade to local con- 
ditions. In passing, it should be emphasized that such group effort in no way 
loses the identity or individual purpose of member companies. On the contrary, 
each must assume full responsibility for the continuation of its own public- 
relations efforts in its own service area. Nor is it suggested that such a group 
of companies immediately embark on a cooperative advertising program. 
As a matter of fact, it has not, as yet, been found necessary to do any paid 
advertising in connection with the Niagara project. Neither need there be any 
fear that the largest company in the group must necessarily dominate. For 
instance, a representative of one of the smallest of the New York companies is 
chairman of the policy-making group and plays a most important part in all 
decisions. 

Just as you would expect with any joint venture of this type, the going has 
not always been easy. But looking back over the last year, the path has been 
remarkably smooth. Sure, there were pitfalls, but surprisingly few and rela- 
tively easy to overcome. And the extra expense to the five companies has 
been negligible. As a representative of one of the larger companies put it, 
“The cost has been so small I can scarcely find it on the books.” 

Without the power pool, the electric industry could never have gone through 
World War II without widespread curtailment. We believe the public-rela- 
tions pool can be just as helpful in guiding the industry out of the web of social- 
ism that has been spun around it in the past 20 years, 


ITEM 3 
Outline of talk by Kinsey Robinson, “Electric Company Ownership of Power 
facilities in Connection with Federnl Projects’”—Presidents’ meeting, Decem- 
ber 1, 1952, New York City 


DRAFT OF SEPTEMBER 5, 1952 


I. The entrance of the Federal Government into business fields occupied by 
its citizens has a major adverse effect in the welfare of the Nation and its citizens. 
A. Three of the major adverse results are: 
1. Eventually it eliminates citizen-owned and managed enterprises in the 
field invaded. 
2. The tax burdens of the people are greatly increased. 
3. Each invasion moves the Nation closer to complete socialization. 
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B. The Hoover report (1949) said that there were at that date “* * * about 
100 important business enterprises which the Federal Government owns or in 
which it is financially interested.” 

1. Direct investment, $20 billion. 
2. Commitments, $14 billion. 

3. Guaranties, $90 billion. 

4, Life insurance, $40 billion. 

C. The stake is already large, we have come far along the road to socialism 
and the situation becomes more serious with each passing day. 

II. A number of prominent men have suggested that the Federal Government 
should divest itself of its businesses and investments in business, for the best 
interests of the Nation. 

A. Show chart containing quotes, such as Charlie Wilson's talk in Chicago, 
and others. 

as 


ELECTRIC COMPANY OWNERSHIP OF POWER FACILITIES IN CONNECTION WITH FEDERAL 
PROJECTS 


Kinsey Robinson 


We are all agreed that the entrance of the Federal Government in the business 
fields occupied by its citizens has a major adverse effect upon the welfare of the 
Nation. For example, Government in business never conducts its operations on 
the same terms as it requires of its citizens. Freedom from taxation and other 
special privileges make the Government an invincible and destructive competitor 
of any business that must stand on its own feet and pay its way in full. 

When Government enters business the tax burdens of the people are greatly 
increased because the taxpayers must shoulder the taxes that are dodged by 
the Federal enterprise, furnish the capital for expansion and pay the annual 
operating losses which always accompany inefficient Federal operation. 

Most important of all, each invasion by the Government into business moves 
the Nation closer to complete socialization. 

The extent of Government in business is very great. You will remember that 
the Hoover report said as of 1941 that there were about 100 business enterprises 
which the Federal Government owns or in which it has a heavy financial 
interest. The report listed a direct investment of $20 billion, commitments of 
$14 billion, guarantees of $90 billion, and life insurance of $40 billion. Since that 
time the stake of the Federal Government in business has become even larger 
and the situation becomes more serious with each passing day. 

It is obvious that great savings would result to the taxpayers if the Gov- 
ernment would denationalize its business enterprises. 

Leaders of thought are beginning to talk about this idea. 

At our meeting last year Edgar Dixon gave a most interesting paper in which. 
among other things, he discussed the possibility of the electric companies acquir- 
ing the generating facilities and transmission lines of the Federal Government. 
We also saw some very interesting charts on the subject. 

On September 16 of this year Charlie Wilson made a speech that was widely 
quoted throughout the country. In it he suggested that the Government’s 
investment in “our national dams and generating equipment and distribution 
facilities” be sold to the people. Mr. Wilson’s suggestion was received with 
surprising favor. For example, Gov. Len Jordan of Idaho made a recent 
talk in Detroit in which he pointed out the grave danger to our society through 
the invasion of the Federal Government into the electric utility business and 
highly commended Mr. Wilson’s suggestion. 

Ford Northrup, veteran electrical chief of the Eugene, Oreg., water and 
power board, which is a municipal enterprise, suggested a Northwest power 
commission composed of local people to take the Government out of the power 
business in that area and operate it for the benefit of all concerned. 

I have also here in my hand a booklet published in 1952 by the Chamber of 
Commerce of the United States. It is entitled “Re Privatizing Publie Enter 
prise.” It outlines ways and means complete with examples of how this can he 
accomplished. Very evidently denationalization is a very practical and rela- 
tively simple operation in this country. However, I do not believe that the 
chamber of commerce means to imply that it will be easy to denationalize any 
business activity of the Federal Government, but to point out that it can be done 
along familiar and well-tried business lines. 
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Now I appreciate that England is having great difficulty in desocializing indus- 
tries in that sorely beset country. I believe that the reason for this is that the 
living force of the businesses in the fields already socialized has been destroyed 
and the industry executive organizations have been dispersed. In addition, in- 
vestors have been so beaten down that they no longer have the ability or the 
will again to invest in private enterprise. 

But this situation does not prevail in America. I believe that if the free 
industry in a particular field is still alive and kicking, with its brains, experience, 
und organization still functioning efficiently and aggressively, then denationali- 
zation of the Government’s ventures in the same field can be accomplished. I 
believe that the electric utility companies in nearly every section of this country 
meet these specifications. They are still efficient going concerns with their 
organizations intact and enjoying the confidence of investors. I believe that if 
a sound program is followed, the Government’s ventures in business in competi- 
tion with its citizens can be disposed of to advantage. My idea of a sound pro- 
gram runs like this: 

1. That the public be sold on the proposition in advance and fully under- 
stands the benefits it will obtain thereby. 

2. That the principle of divesting the Government of its business under- 
takings is applied to every line of business in which the Federal Govern- 
ment is engaged and is not confined solely to the utility industry. 

3. The full worth of the property is paid. Any attempt to make a ood 
thing out of the program by anyone would be to invite ruin for the entire 
plan. 

4. The job is carried out step by step in an orderly businesslike way by 
the industries involved. 

5. A specific plan cut to fit the circumstances is devised for each situation. 

Now, of course, if a program such as this is to succeed in a free country, every 
industry must do its full share toward carrying out the denationalization pro- 
gram in its own field. Therefore, we should consider what the electric utility 
industry could do toward taking the Government out of business in competition 
with the electric companies. 

My first chart shows the money which the Federal Government has spent so 
far on undertakings involving electric power. My figures for money already 
spent or committed is up to June 30, 1953, but I have included the announced 
amount necessary to finish the projects that are under construction at that date. 
You will see by looking at the left-hand stack of the chart that the total is over 
$10 billion. 

A substantial portion of the Federal projects consists of multipurpose dams 
which have for one of their objectives the generation of electric power. It 
seems obvious to me that no private business can take over more than the 
portion of a Federal undertaking which is devoted exclusively to commercial 
business. In the case of the multipurpose dams, only the powerhouses and 
electrical equipment installed in connection therewith could be transferred 
to other ownership. Each of these dams with its reservoir is devoted to several 
purposes, such as power generation, flood control, irrigation, and navigation. 
Only power generates cash income. The expenses of the other purposes are 
paid by the taxpayers. Such a dam and reservoir cannot be subdivided physi- 
cally into these purposes because it must exist and operate as an entity. So in 
the right-hand stack on the chart shown on the screen this $10 billion investment 
has been broken down into the money devoted exclusively to electric purposes 
which is about $6% billion, and the money that is in the multipurpose dams and 
reservoirs which amounts to about $344 billion. 

My next chart shows what might be recovered from the approximately $614 
billion devoted solely to electric power purposes. The stack on the left has been 
carried over intact from the previous chart. The stack on the right shows what 
the Federal Government might recover if this property was sold or otherwise 
transferred to private ownership. I think it warrants a bit of an explanation 
to show how the amounts were derived so I will start with the $246 million of 
loans and grants at the bottom of the stack. Whether we like it or not the 
erants which total $120 million are gone forever, but the loans of $126 million 
could be sold to private investors. While the paper will certainly not be of the 
best nevertheless the interest from these loans would be tax free and should 
have a considerable attraction to people of means. In estimating the amount 
that could be recovered, however, I have taken off 20 percent from the face 
value of these loans to arrive at a reasonably safe figure that investors might 
pay for these loan securities, 





EFFORTS TO INFLUENCE SECRETARY OF THE INTERIOR 391 


From the total of $2,760 million of REA appropriations I have deducted the 
approximately $260 million which will have been repaid by the co-ops through 
their loan agreements up to June 30, 1953. The rest could be recovered. 

The next item in the list totals $3,460 million. It represents the Federal 
investment in powerhouses, electric equipment, and transmission lines through- 
out the country. Much of this property is new. I believe that the taxpayers 
could recover from this property at least its original cost less depreciation, which 
would be about $3,200 million. 

The total estimated amount that could be recovered would be $5,800 million, 
which is indeed a tidy sum. 

Now as to how this job of denationalization could be accomplished. As I 
mentioned a few minutes ago, securities held by the Government could be sold. 
Disposal of the Federal Government’s interest in the REA’s however is a more 
complex matter. The chart on the screen shows the amount of money which 
REA has allotted to the 3S super co-ops in the United States and their member 
companies. They account for 414% percent of the total REA appropriations in 
this country. You will also see from the chart that most of them are big 
business. They are large enough and strong enough to refinance themselves and 
pay off the Federal Government. In this way they would take their rightful 
place as a part of free enterprise although, of course, they might still enjoy 
some special privileges under the State laws in their locality. 

In a Jarge number of instances including some of the super co-ops and their 
satellites as well as the ordinary run of distribution co-ops, local electric com- 
panies could pay off the balance of the loan owed to the Federal Government and 
incorporate the co-ops in their own systems. The co-op customers would get 
better service at lower rates and the property would be returned to the tax rolls 
at the local, State, and Federal levels. This would probably be done right now 
in many instances if it were not for the provisions in the loan grants which 
permit REA to block sales like this. 

I believe that the local banks could be persuaded to take over the loan con- 
tracts of the remaining co-ops. It is true that the Federal Government might 
have to guarantee payment of principal to the banks, and help out a bit with 
the interest. The important fact would be that Federal control of the co-ops 
would be eased, and local management of co-op affairs would be promoted. 

The third group consists of the powerhouses, electrical equipment, substa- 
tions, and transmission lines which comprise the power generation and delivery 
system of the Federal Government. The chart on the screen shows the location 
of this property. It is situated in every section of the country, and comes in a 
wide variety of sizes and combinations. 

This chart outlines the general plan which I believe to be practical for the 
denationalization of power facilities owned by the Federal Government. 

The dam and reservoir would remain in the hands of the Federal Government. 
They would be operated by the Government for flood control, irrigation, naviga- 
tion, sanitation, or wildlife, as the case might be, and would also deliver water to 
the powerhouse for the generation of electricity. 

The powerhouse, transmission lines, and steam plants would be sold to private 
enterprise, or municipalities or power districts, under Federal power licenses 
wherever practical. The owners would pay the Federal Government for the use 
of the falling water at the dams. 

If purchased by electric companies, taxes would be paid on the property. 

In applying this idea in the past we have had a tendency to look at big 
undertakings like TVA and Bonneville. It is my belief that we should approach 
the problem from the other end and attempt to solve the simpler situations 
first before undertaking those that are more complex. The simpler situations 
would be the cases where a single Federal powerhouse would be taken over by a 
single electric company or a single power district or a single municipality. No 
new legislation would be required for such a transaction. Section 4 (e) of the 
Federal Power Act as amended August 26, 1935, provides for the issuing of Feder- 
al licenses for the purpose of utilizing the surplus water at Government dams. 
Seven licenses have been issued under this section. 

In 1947 Arkansas Power & Light Co. tried to get a similar license at Bull 
Shoals, but was turned down by FPC on the grounds that the War Department 
was already embarked on the undertaking. 

A simple directive by the Congress could change this policy. 

The chart which appears on the screen at this point shows how this plan 
might work out in the actual case of a dam which for my purpose shall remain 
nameless. It is a multipurpose structure. At the present time it stands alone 
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A REAPPRAISAL OF THE FUTURE 


C. N. Phillips, December 3, 1952 


This is an election year. The people want a change. The party in power is 
being turned out and a new national management is about to take hold. This 
is an excellent time to reappraise the future prospects of the industries in which 
our interest centers. So today I propose to take a look with you at some of 
the latest opinion concerning the long range situation which confronts us. 

Two basis assumptions are necessary. The first is—no major shooting war. 
The second is that the new management which will steer the ship of state for 
the next 4 years will set its course away from the socialization of the industry 
of our Nation, and that the result will be so pleasing to the American people that 
subsequent administrations will not sharply change direction. 

We are fortunate this year in having available the President’s Materials Policy 
Commission report, commonly called the Paley report. I expect to use figures 
from it. While I do not endorse this document in its entirety, nevertheless the 
data in it does give a comprehensive picture of the probable situation of this 
country a quarter of a century hence. 

So let us take a look at a few of the many forecasts contained in this report 
together with some from other sources. While the key year is 1975, the Paley 
report makes it plain that the predicted levels may be reached at an earlier or 
later date, depending upon the stimuli or setbacks that may be experienced along 
the way. 

The first forecast is population. The Census Bureau estimated for the report 
that we could have 220 million people by 1975, that the least number would be 
180 million and that the probable population will be 193 million. The average 
age of our people will be greater, but the improvement in this respect, which has 
been a feature of the last quarter century, will slow down in the next. 

The Nation’s labor force is estimated to grow by 26 percent. You will note 
with alarm, as I did, that a Military Establishment of 4 million people is pre- 
dicted for 1975. Evidently the Commission believed that we will continue to 
be heavily mobilized for a long time to come. 

The number of households is expected to grow at a faster rate than popula- 
tion, reflecting the great baby crop of World War II, and the continuation of 
the long-time trend toward smaller family units. This trend is important to the 
utility industry because it means more residential customers. 

All households, save the irreducible minimum, will have electricity long before 
1975, and 30 million of them will heat by gas by that time. The report says 
nothing about house heating by electricity, although this should be an increasingly 
important factor in the years ahead. The degree of house mechanization is ex- 
pected to be high, which indicates a demand for lots of electricity and gas for 
home consumption. 

Gross national product, which includes services as well as goods, is expected 
to double in the next quarter century. I have to show this in percent of the 
1950 level. Dollar figures mean nothing, because the value of our politically 
managed dollar fluctuates widely. No one knows what inflation or deflation may 
do to it in the decades ahead. 

Raw materials requirements are not expected to grow as rapidly as gross 
national product. The main reason for this is that a more efficient use of raw 
materials is envisioned for the future, although the growing importance of serv- 
ices im our complex social organization also is a factor. 

The report anticipates a workweek 15 percent shorter than the one that prevails 
today. To get the increase in national production which is estimated, the pro- 
ductivity per man-hour must go up by 85 percent or at the rate of 2% percent 
a year. Of course, the productivity of the individual workman standing alone 
does not go up greatly, if at all. Large increases such as those envisioned for 
the next quarter of a century can be realized only through greatly increased 
mechanization and improved processes, and both of these generally mean the use 
of more and more electricity and gas. 

A modern society takes vast quantities of B. t. u.’s to operate its factories, 
businesses, homes, and services. You saw this same data yesterday in another 
guise. As might be expected, the anticipated requirements in 1975 will be nearly 
double those for 1950, despite a large increase in the efficiency of the various 
energy converters. 
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and will be marketed that way. The Government to date owns no transmission 
lines in connection with it. The top part of the stack represents cost of the 
dam and reservoir which would be retained under the ownership of the Federal 
Government. The bottom part of the chart represents the cost to the Federal 
Government of the powerhouse and generating units and appurtenant electrical 
equipment. As the project is new there would be no accumulated depreciation, 
and the power company would pay the original cost of construction to the 
Government. 

The next chart shows at the left the estimate of the Federal Power Com- 
mission of the annual value of power and energy to a utility company which 
could integrate it into its system on an area basis. At the right side of the 
chart are the fixed charges and operating expenses including taxes which the 
power company would pay by reason of ownership and operation of the power- 
house. The balance amounting to $1,891,700 represents the maximum annual 
amount which the company would have for cushion and to pay to the Federal 
Government for the use of the falling water. 

It seems to me that everyone in the country would benefit by this arrangeient 
except those who are hell bent to socialize the electric utility industry. 

There are, of course, Federal situations in this country so large that indi- 
vidual companies could not cope with them. Last year Edgar Dixon discussed 
BPA and called attention to the fact that the best way of denationalizing this 
widespread Government undertaking would be through the cooperative action 
of the power companies and municipalities in the area. I believe that is what 
Ford Northrup had in his mind when he suggested a Northwest Power Com- 
mission to handle the problem. The company with which I am connected is in 
that area. Four of the other companies that are directly concerned with it are 
also present here. I feel sure that all of us could assure you that such a 
cooperative undertaking could be organized and financed in the Pacific North- 
west. Again it would benefit everyone in the country save the socialistic minded, 
and it would really benefit them although of course they would not like it. 

There are other situations somewhat similar to the Pacific Northwest, no- 
tably Hoover Dam which might well remain in its present situation because of 
the very excellent arrangement that is now in force in connection with it. 

This leaves TVA as the one Federal property that has succeeded in destroying 
completely every vestige of private ownership in the electric business within 
the area it serves. There are no utilities in the TVA area to denationalize 
the powerplants, transmission lines, and steam plants of TVA. The cities in the 
TVA area undoubtedly could do this if they would, but they are so completely 
subservient to their master that I doubt if they will do anything about the 
situation, at least within the foreseeable future. It is also conceivable that 
the utilities adjoining the TVA might get together and do the job. But again 
I think this doubtful. There is a third and very practical way to handle the 
matter and that is to set up a company to take over the property that is to pass 
to private ownership, leaving the dams and the reservoirs to be owned and 
operated by the Federal Government for flood control and navigation and the 
other do-good purposes to which TVA gives at least lipservice. The stocks and 
bonds of this company could then be sold to investors, who thereafter would 
operate the electric property. I have shown the amounts of money involved 
on the chart. Some assumptions were necessary, of course, to bring the figures 
up to June 1953, but I think the data to be quite close to the actval facts. The 
resulting starting plant account of the new electric company of over $1 billion 
would not be prohibitive for a utility covering such an area and serving 4 or 5 
million people. 

Unfortunately I do not know what the revenues of TVA will be when the 
work under construction is completed, so I cannot work out the plan at this time 
in any greater detail. 

I appreciate the work that would have to be done to bring any such plan 
to fruition. Some legislation or legislative directives would be necessary in 
most instances. But if we are to turn back the rising tide of socialism before 
it is too late, we should denationalize the business that has already been social- 
ized. This is a good time to start, for we have a long road to travel. As some- 
one has said: “If we start early enough and work hard enough, wonders can be 
accomplished.” 
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A REAPPRAISAL OF THE FUTURE 
C. N. Phillips, December 3, 1952 


This is an election year. The people want a change. The party in power is 
being turned out and a new national management is about to take hold. This 
is an excellent time to reappraise the future prospects of the industries in which 
our interest centers. So today I propose to take a look with you at some of 
the latest opinion concerning the long range situation which confronts us. 

Two basis assumptions are necessary. The first is—no major shooting war. 
The second is that the new management which will steer the ship of state for 
the next 4 years will set its course away from the socialization of the industry 
of our Nation, and that the result will be so pleasing to the American people that 
subsequent administrations will not sharply change direction. 

We are fortunate this year in having available the President’s Materials Policy 
Commission report, commonly called the Paley report. I expect to use figures 
from it. While I do not endorse this document in its entirety, nevertheless the 
data in it does give a comprehensive picture of the probable situation of this 
country a quarter of a century hence. 

So let us take a look at a few of the many forecasts contained in this report 
together with some from other sources. While the key year is 1975, the Paley 
report makes it plain that the predicted levels may be reached at an earlier or 
later date, depending upon the stimuli or setbacks that may be experienced along 
the way. 

The first forecast is population. The Census Bureau estimated for the report 
that we could have 220 million people by 1975, that the least number would be 
180 million and that the probable population will be 193 million. The average 
age of our people will be greater, but the improvement in this respect, which has 
been a feature of the last quarter century, will slow down in the next. 

The Nation’s labor force is estimated to grow by 26 percent. You will note 
with alarm, as I did, that a Military Establishment of 4 million people is pre- 
dicted for 1975. Evidently the Commission believed that we will continue to 
be heavily mobilized for a long time to come. 

The number of households is expected to grow at a faster rate than popula 
tion, reflecting the great baby crop of World War II, and the continuation of 
the long-time trend toward smaller family units. This trend is important to the 
utility industry because it means more residential customers. 

All households, save the irreducible minimum, will have electricity long before 
1975, and 30 million of them will heat by gas by that time. The report says 
nothing about house heating by electricity, although this should be an increasingly 
important factor in the years ahead. The degree of house mechanization is ex 
pected to be high, which indicates a demand for lots of electricity and gas for 
home consumption. 

Gross national product, which includes services as well as goods, is expected 
to double in the next quarter century. I have to show this in percent of the 
1950 level. Dollar figures mean nothing, because the value of our politically 
managed dollar fluctuates widely. No one knows what inflation or deflation may 
do to it in the decades ahead. 

Raw materials requirements are not expected to grow as rapidly as gross 
national product. The main reason for this is that a more efficient use of raw 
materials is envisioned for the future, although the growing importance of serv- 
ices in our complex social organization also is a factor. 

The report anticipates a workweek 15 percent shorter than the one that prevails 
today. To get the increase in national production which is estimated, the pro- 
ductivity per man-hour must go up by 85 percent or at the rate of 214 percent 
a year. Of course, the productivity of the individual workman standing alone 
does not go up greatly, if at all. Large increases such as those envisioned for 
the next quarter of a century can be realized only through greatly increased 
mechanization and improved processes, and both of these generally mean the use 
of more and more electricity and gas. , 

A modern society takes vast quantities of B. t. u.’s to operate its factories, 
businesses, homes, and services. You saw this same data yesterday in another 
guise. As might be expected, the anticipated requirements in 1975 will be nearly 
double those for 1950, despite a large increase in the efficiency of the various 
energy converters. 
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About one-fifth of the B. t. u. requirement will be needed to generate electricity. 

The rounded picture presented for 1975 by the report is a prosperous, mech- 
anized nation with the highest standard of living that has ever existed on this 
globe. Food will be sufficient for all needs. So will raw materials, but to secure 
all of them in the needed abundance will require large scale foreign commerce, 
and peace on this earth. 

The report anticipates a further trend away from the farm because in- 
creased mechanization will require proportionately fewer farmers to produce 
the food and raw materials needed for our economy. Population will tend to 
shift from congested city areas where living costs are high, to more favorable 
urban locations. 

We have available a number of electric utility forecasts. The EEI is complet- 
ing its fall survey. I have shown the results superimposed on last year’s fore- 
cast, Which you saw at the meeting a year ago. The industry will fail to make 
its goals for 1952 and 1953, due to the material shortage and consequent in- 
ability of the manufacturers to make deliveries on schedule, but in 1954 it will 
be over 24% million kilowatts ahead. The 1955 estimate is new. Yesterday 
J. E. Moore outlined the reasons why he thought that the revised program which 
is shown on the chart would not be met unless Washington took adequate steps 
to clear the material bottleneck. I hope very much that this will be done. The 
Nation needs the power and energy. 

When we add some of the available long-range forecasts to the short-term 
EEI prediction, we can get some idea of the extent of the electric utility busi- 
ness a quarter of a century hence. What has taken place in the past is dwarfed 
by the great expansion which appears to be ahead. 

The chart shows the entire electric utility industry—private and public 
but it does not include industrial plants. An installed capacity 314 times what 
is in service today, is anticipated in 1975. 

My next chart shows the per capita use of electricity in the past and as fore- 
east for the future. It includes industrial plant self-generation. 

The prediction for 1975 includes an average annual use per residential customer 
of 5,000 kilowatt-hours. This does not seem to be very high. Two of the 
companies here already have substantially higher sales than this. 

Of course, recessions along the way may cause dips such as those that mark 
the past. We have experienced 4 of them in the past 20 vears. While recessions 
are serious at the time, in retrospect they seem to have been but temporary 
pauses in the continued development of the electric utility industry. Someday, 
of course, it will reach maturity and level off but that day does not seem to be 
in sight. 

An important question raised by any forecast is the amount of money that 
will have to be put into the business to make the prediction come true. 

The chart is an endeavor to answer that question. The dollars to be spent 
are based on their purchaing value today. Because we have a managed cur- 
rency lacking a firm foundation, no one can tell how many current dollars will 
be needed. 

The amount of new money required will be large, but the electric companies 
have already demonstrated their ability to secure greater annual amounts of 
investor funds than will be needed for such a program. 

Another important question is whether or not the efficiency of the electric 
industry will continue to improve. 

My chart shows the trend in the operation and maintenance expenditures of 
the class A and B electric companies. I have credited to these expenses the 
revenues from sales to other utilities and other electric revenues to get the net 
cost per kilowatt-hour sold to ultimate consumers. Depreciation and taxes 
are not included. 

The top line is in terms of current dollars. The effect of the postwar inflation 
is plain to be seen. 

The bottom line is in terms of the 1939 dollar. While this is not a perfect 
way to translate our variable dollar into a constant-value dollar, it is the best 
factor we have. The curve does show the great improvements in operating 
efficiency which the electric companies have made in recent years. I expect 
this trend to continue in the foreseeable future, but at a slower rate. 

The struggle between big government and the free people of this country 
looms as one of the important issues of the next decade. 

Dean Manion outlined the problem when he said: 

“Government is no longer contained behind the walls of the Constitution. It 
roams where it pleases, throughout every walk of life and throughout every 
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department of business. From workers to wages to materials to products, the 
Government is everywhere.” 

When General Eisenhower was inducted as President of Columbia University 
he had this to say: 

“* * * Government ownership or control of property is not to be decried 
principally because of the historic inefficiency of Government management of 
productive enterprises: its real threat rests in the fact that, if carried to the 
logical extreme, the final concentration of ownership in the hands of Government 
gives to it, in all practical effects, absolute power over our lives.’ 

The general could not have better described the end result of what is hay 
pening in this country in respect to our industry. 

Let me show you an overall picture of one of the many Federal messes 
involving the Government ownership and management of productive enterprises. 

This is an organization chart of Federal power with its many parts—its 
divided and often conflicting authority, and its vast number of subsidiaries anu 
dependents. 

No holding company ever had as involved an empire as this. As for size and 
completeness of authority, Federal power outdoes anything else in the power 
business in this country, past or present. 

The mess is 1nuch worse than bad organization and monopoly. At the present 
time there is no definite or consistent Federal policy governing the program 
of development of our water resources which the Federal Government has 
underway. 

Even Truman's Water Resources Policy Commission indicated this lack of 
policy. What: it said is on the screen before you. 

No wonder Federal power lacks integrity and sound economies. 

I believe that one of the major undertakings of the future will be the formula- 
tion of a wise, long-range policy which the Federal Government will follow in 
respect to the development and use of its water resources. 

The welfare of this country will be adversely affected if this is not done. 

There is considerable evidence that the existing Federal power policy—if you 
ean call it by that name—is coming apart at the seams, especially in regard to 
Interior and its actions. 

The Congress has been looking into the matter. A subcommittee of the House 
Committee on Public Works has been holding hearings this year. The testimony 
at these hearings is long and involved, but it is very interesting and valuable. 

Despite the great amount of ground covered, a large number of important 
matters were scarcely touched upon. An example of interest to you is the lack 
of critical analysis of the determination of benefits other than power. We know 
that some of them are greatly exaggerated—others have slight connection with 
reality. In the testimony it was brought out that they had been “factored up” 
from the original figure using the same index as was used for constructior 
cost. 

Despite these omissions, nuch of importance was disclosed. 

I wish I had time to go into the many interesting conflicts between bureaus, 
economic manipulations, evasions, peculiar reasoning, and law-dodging that 
are being disclosed. Sut I must be content with showing you two summations. 

I sent this chart to you earlier this year but it is worth repeating here. It 
shows the difference between the Army engineers and Southwestern Power 
Administration in respect to 12 projects in its area. The FPC is in accord with 
the Army engineers’ method and we could also go along with it because it tries 
to be fair. SPA, however, started with the answer. which was the rates it 
wanted to charge for power—rates which would successfully compete for utility 
business in the area. So it picked allocation methods that gave it the desired 
result. 

Of course, SPA could have sold the power to the utilities in the area fer peal 
load purposes and realized the original benefits or close to them, but it did not 
want to do this: it was and still is intent on going into the utility business in the 
area. 

In my next chart I had to omit two of the projects because of lack of data. 
The first pair of stacks show how the 10 projects were represented to the 
Congress. Th> next pair show how they will work out if the Army engineers’ 
methods are followed. The ratio is still favorable. 

The pair on the right shows how the projects will money out under the SPA 
method. which so far is the one that will be used in practice. The sum of the 
power revenues and the nonpower benefits is less than the cost. the ratio is un- 
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favorable, and if these facts had been known in advance the project probably 
would not have been authorized by the Congress. 

Note that the nonpower benefits, questionable at the best, have remained in- 
tact in both the Army engineers and SPA methods. 

From what I see and hear, I believe that the States, and the people in them, 
are becoming increasingly critical of the Federal program as it now stands. 

I believe further that the Federal bureaus are fully aware of the situation 
and have been for some time. Recently, in a closed meeting, Douglas Wright 
said there was “* * * a crisis on policy and other points.” and “Hydro power is 
not necessarily cheap nor is a plant of your own necessarily a producer of cheap 
power. Cheap, low-cost power was a nice dream. The dream stage is over * * *.”’ 

I have here in my hand a “financial report to the Nation’s stockholders” 
called 50 years of reclamation. It is handsome, persuasive—a fine example of 
propaganda. I am sure that it would never have been published if the Bureau 
of Reclamation had not felt an imperative need for reinforcing its position. 

I, for one, was amazed by how little they had recovered or expected to recover 
from the great sums which they have spent. 

Nothing is said about interest on the appropriations made by the Congress. 
The accumulation must total at least $800 million. 

Of course, nothing is said about lost taxes on the Bureau’s power business. 

This report is well worth your close study. It could be an important docu- 
ment in relation to any national power and water policy which might be developed 
in the near future. 

Starting in 1906 a great number of Federal laws, interpretations, State acts, 
State compacts, and court decisions have created complete confusion in the 
matter of national water-resources policy. 

On January 3, 1950, President Truman appointed a temporary Water Re- 
sources Policy Commission to draw up a plan for the Nation to 


[Page 9 of typewritten copy not furnished. In sending the copy of this speech, 
Ebasco Services, Inc., advised that page 9 was lacking from the copy which it 
had on file. ] 
early New Deal days, is leading it. Following the usual pattern, the organization 
includes some good men, but is overloaded with leftwingers. The new group is 
having a meeting next March. Most important of all, it has secured a grant of 
$200,000 from the Ford Foundation, and thus is free of the need for securing 
funds, either from the Congress or the public. 

Evidently the New Dealers are determined to press forward with their plans. 

A long struggle seems to be ahead. 

Right now, everyone is excited about electricity from nuclear energy. Some 
pictures of such a powerplant have appeared in magazines. The casual reader 
might well believe that the dream will become a reality tomorrow. I do not 
believe that their expectations are warranted. We may see experimental plants 
in the not-too-distant future, but generating stations that can stand on their 
own feet and compete successfully with modern steam-electric plants are a long 
way in the future. : 

We really know very little of a positive nature about what to expect. Basically 
there are three reactor types from which to choose—the nonregenerative, the 
regenerative, and the breeder. Each one presents a set of unsolved technical and 
economic problems. 

Although the steam-turbine cycle is generally looked upon as the most prom- 
ising for nuclear power, there are possibilities in the gas-turbine principle. 

We may see some successful ship-type equipment first. 

But the enthusiasts who predict so confidently economic power production at 
an early date brush aside some of the toughest unsolved problems in technology 
today, and ignore even more complex economic matters. I believe that these 
problems will be successfully solved, but it will take time, money, and lots of 
brains and perseverance. 

The Paley report said: 

“At this time it does appear that nuclear fission cannot be regarded as a 
contribution in any substantial degree to electric generation during at least the 
next 10 or 15 years and the probability is that the atomic-energy industry will 
remain a heavy net consumer of electricity.” 

The best indication of the probabilities is the fact that AEC is making 25 
contracts for large blocks of electric power and energy. 

The utility industry has the obligation of providing an adequate and depend- 
able power supply to its customers. It must meet these demands as they are 





EFFORTS TO INFLUENCE SECRETARY OF THE INTERIOR 397 


imposed by installing the most modern and efficient equipment available. You 
cannot hold back or postpone the construction of new production facilities antici- 
pating the possibility of successful development of nuclear power. In addition, 
if our present conceptions are correct, nuclear power as applied to the electric 
industry will simply be another means of converting thermal! energy into electric 
energy as a supplement to, but not a replacement for, present or to be constructed 
conventional powerplants. 

In the meantime we can educate our engineers in this new field, help where 
we can in the development, and keep close track of the situation. 

We are doing just that in our office. 

With the advent of new national management there is hope in the air. The 
future will be exciting and challenging for American everywhere, and especially 
‘for the utility business, which is our major interest. We are proud to be a part 
‘of a great and freedom-loving nation, are privileged to contribute to its future, 
.and to work for its welfare. 


ITEM 5 
ATOMIC ENERGY MAY BECOME A FEDERAL MONOPOLY 
(Talk by H. B. Sargent, December 1, 1952) 


Ten years ago tomorrow, men first initiated a self-sustaining nuclear chain 
reaction and controlled it. It was made possible by the eombined efforts of 
physicists, chemists, engineers, scientists, and plain citizens in many fields, 
working under the pressure of war to perform a great service for our country. 
The taxpayers of this country already have a $10 billion stake in the enterprise 
and will be called upon for large additional Commitments in the future. 

Now it is not my intention to discuss the problems of nuclear energy, nor 
the possibility of electric power from it in the future. At present atomic energy 
is completely a Federal monopoly. It seems likely that in due time, and after 
the many technical and economic problems that now stand in the way are solved, 
electricity can be generated on a commercial basis using the heat frem a nuclear 
reactor. The practical question of prime concern to us is whether or not the 
future production of electric power and energy from this source is to remain a 
‘Government monopoly and become a part of Federal power. 

Other industries are likewise interested in this same problem, for if the Federal 
Government keeps a tight monopoly on all of the many phases of the atomic 
age, then the nationalization of industry will be greatly advanced in this country, 
and the full benefits of the new discoveries will be withheld from the Nation. 

Right now, the welfare of our own industry is uppermost in my mind. 

The Atomic Energy Act of 1946, commonly called the McMahon Act, makes 
it unlawful for any person or corporation to own facilities for the production 
of fissionable material in any substantial amount and it directs that the Atomic 
Energy Commission shall be the exclusive owner of such facilities. 

The MeMahon Act recognized the possibility of the generation of electricity as 
a byproduct, and provided that— 

“* * * if energy which may be utilized is produced in the production of 
fissionable material, such energy may be used by the Commission, transferred to 
other Government agencies, or sold to public or private utilities under contracts 
providing for reasonable resale prices.” 

The act does provide that when, in the opinion of the AEC, any industrial, com- 
mercial, or other nonmilitary use of fissionable material or atomic energy has been 
sufficiently developed to be of practical value, then the Commission shall submit 
a report to the President concerning the matter. The report must include the 
Commission’s recommendations for appropriate legislation. 

The President then is directed to transmit the report to the Congress with 
his own recommendations. 

After the report has been before the Congress for 90 days, the Commission 
might issue some licenses for such industrial use. Just how much freedom this 
would give is problematical, for such a license would be subject to the prohibition 
contained in another section of the act against the private ownership of a facility 
which produces fissionable material. 

In our meeting held in this room in December 1947, whicn was 5 years ago, we 
talked about the situation created by the McMahon Act, and showed you a chart 
which illustrated what might be the outcome of its provisions. I am showing it 
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to you again today because of its application to the subject we are discussing. 
We can participate if the fence remains where it is shown on the chart. We can 
do better if there is less Government monopoly. We will be shut out completely 
if the whole operation is fenced in. 

In the summer of 1949 the so-called ad hoe advisory committee was set up 
under AEC auspices with a definite and limited assignment. The committee 
consisted of Phil Sporn, of American Gas & Electric; Ed Morehouse, of the Gen- 
eral Publie Utilities Corp.; Walton Seymour, of the ECA and formerly with 
Interior. 

In March of 1951 the ad hoe committee made its report to AEC; all of you 
received copies. The committee summarized the existing situation and the pros- 
pects for the future, and outlined the work that was needed to get the most out 
of the new development. It did recommend that the utility industry become 
educated about atomic power and recommended that a permanent industry com- 
mittee he set up as soon as possible to provide organized power industry coopera- 
tion for the various Commission projects. 

During the past year four teams have been set up to study independently the 
use of atomic power by industry. They are: 

No. 1. The Detroit Edison and Dow Chemical. 

No. 2. Pacific Gas & Electric Co. and the Bechtel Corp. 

No. 3. Commonwealth Edison Co. and the Publie Service Company of 
Northern Illinois. The investigational work of this group is being done by 
the Northern Tllinois Utilities Research Commission. 

No. 4. Union Electrie and Monsanto Chemical Co. 

Later a new team was added to the list, consisting of Foster Wheeler and 
Pioneer. Just recently, AEC announced that 11 companies have hecome asso- 
ciated with the Detroit Edison-Dow Chemical group. They are: 

Cincinnati Gas & Electric Co. 

Cleveland Electric Illuminating Co. 

Consolidated Edison Company of New York. 

Consumers Power Co. 

General Public Utilities Corp. 

New England Electrie System. 

Philadelphia Electric Co. 

Public Service ERlectric & Gas Company of New Jersey. 

Toledo. Edison Co. 

Vitro Corporation of America. 

Wisconsin Electric Power Co. 

The participation by these 11 companies apparently is to be limited to supply- 
ing men at their expense to work in Detroit. 

The four original study groups have made reports to AEC. They are confiden- 
tial. Detroit Edison and Dow have said, it is understood, that the production 
of power in connection with atomic energy looks hopeful. This group has entered 
into a contract with AEC for a second year of study and investigation. 

Union Electric and Monsanto have recommended that AEC finance the con- 
struction of a reactor suitable for a powerp!*»t, but the Commission laments 
that the utility industry has not come forward with an offer to design and tinance 
such a reactor. 

Alt kinds of rumors, speculations, and suggestions are going the rounds, but 
they do not have much bearing on the subject we are discussing, so I will not 
take time to rehash them now. 

At the last EEI presidents’ meeting an informal committee was appointed to 
consider the situation and recommend at the next board of directors meeting 
just what steps the industry should take. The committee consists of: Phil 
Sporn, Walker Cisler, Wes McAfee, and Jim Black. 

Murray Joslin, assistant to the president of Commonwealth Edison Co., is 
a guest member of the committee. 

Now I do not know what the committee is going to report, but as Mr. Joslin 
has come forward with a definte suggestion for an experimental joint reactor: 
electric powerplant with AEC paying part of the cost, with Federal assistance 
for another segment, and the electric company paying the rest, I would expect 
that the recommendation may well include the undertaking of such an enter- 
prise by the industry. If the suggestion is accepted, the cost to the electric 
companies must be large if the undertaking is to be fruitful. 

The work of this committee and the recommendations which it will make, 
should receive your close attention and thought. Obviously the electric com- 
panies of this country must adopt a sound constructive program which will 
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include their doing their full share of the task ahead. I appreciate the many 
problems that must be solved, but because they are both complex and difficult 
is not a valid reason for any hesitancy on the part of the industry to face 
them, get down to business and work toward their solution. 

If we fail in this, the application of nuclear energy to the generation of elec- 
tric power will remain in the hands of the Federal Government and probably 
will eventually land in the hands of Federal power. If we should allow this 
to happen by default we will discover that another long step has been taken 
toward the socialization of our industry. 


ITEM 6 
JOINTLY DEVELOPED AREA POWERPLANTS AS A DEFENSE AGAINST SOCIALIZATION 
C. H. Reker 


The area powerplant brought about by the joint efforts of two or more systems 
is not a new development in the utility industry. Although the use of this device 
has been limited, examples of the jointly owned plant dating back over 25 years 
that come to mind are the Windsor plant of West Penn Power Co. and Ohio 
Power Co. near Wheeling, W. Va., the Stanton plant of Pennsylvania Power & 
Light Co., and Scranton Electric Co., in eastern Pennsylvania, and Deepwater 
plant of Philadelphia Electric Co., and Atlantie City Electric Co. on the Delaware 
River. The latter, incidentally, reverted to single ownership recently with the 
purchase of the Philadelphia Electric Co.’s interest by the Atlantic City Co. 

The motivation in the case of these early joint ventures was the investment 
and operating economies of larger units, and to some extent, the added financial 
capacity represented by two systems involved. Meeting competition of Govern- 
ment power was not an important factor at the time. 

Over the intervening year's, some systems grew to have loads which would 
justify the installation of reasonably large units for their own account and 
some holding companies with groups of subsidiaries operating as power pools 
built plants for the joint use of these operating companies and to serve the load 
of the group. Otherwise, development lagged although the basic economic justi- 
fication for the area plant continued. 

Recently, jointly owned large powerplants have again come to the fore. First 
on the list of examples of this latest phase of development is the Joppa plant of 
Klectric Energy, Inc. Edgar Dixon told many of you last year the story of how, 
when the atomic-energy program required about a million kilowatts at Paducah 
and arrangements had been all but concluded for TVA power, the five private 
power companies joined to form Electric Energy, Inc., raised a hundred million 
dollars, made a new and unique financing arrangement, and obtained a contract 
for private enterprise to supply a half miilion kilowatts. The Joppa plant now 
under construction originally designed with 4 units with a total net capability 
of 652,000 kilowatts is to be enlarged by adding 2 more units as a result of a 
contract recently concluded for additional power to AEC, bringing the contract 
amount up to 735,000 kilowatts and the net capability of the station to 978,000 
kilowatts. A second and latest example of joint ownership on a large scale is 
the Ohio Valley Electric Co. and its wholly owned subsidiary, Indiana-Kentucky 
Klectriec Corp. Ohio Valley was formed by a group of 15 operating companies— 
10 different interests, since 8 are subsidiaries of 3 different holding companies 
operating in Ohio, Indiana, Michigan, Kentucky, Pennsylvania, West Virginia, 
Virginia, and Maryland. It has contracted to supply the new Pike County, Ohio, 
diffusion plant of the AEC with 1,800,000 kilowatts at 95 percent load factor for 
25 years. To do this it is proposed to build a 1,200,000-kilowatt plant near 
Madison, Ind., and a 1 million-kilowatt plant near Gallipolis, Ohio, using 200,000 
kilowatt units in each case, and a 330-kilowatt transmission system. Thus this, 
one of the largest single power loads in the world, will be supplied entirely by 
taxpaying electric companies and the further spread of socialized powe? arrested 
in that important area. 

Let us examine for a moment the basic economic possibilities of a Joppa or 
Ohio Valley type of large powerplant assumed to be constructed for serving 
normal utility company loads. Chart 1 shows comparison of investment between 
3 plants each having four 100-megawatt units for a total capacity of 1,200,000 
kilowatts and one mine-mouth plant of 1,200,000-kilowatt capacity in 200,000-kilo- 
watt units, together with 330-kilovolt transmission system to load center. Saving 
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in investment of $13 million is some 6% percent. Chart 2 shows annual production 
costs for the same plants. The freight on coal for an assumed 100-mile haul in 
the case of the 3 plants is a substantial item. The comparatively low cost. of 
moving energy from mine to load by wire is accounted for in part by the fact that 
very large blocks of power are involved utilizing transmission at 330 kilovolts and 
the distances assumed are not long. The production cost saving in favor of the 1 
large plant is 29 percent in this instance for the same amount of delivered energy. 

An example of joint endeavor where the size of units involved is more modest 
is the situation in a Midwestern State—now threatened with severe public power 
inroads—where six principal companies have formed a power pool and are 
constructing a network interconnecting all systems. The underlying justification 
for this pool is based on (1) lower kilowatt costs for large generating units as 
contrasted with the smali units that would be required if each company continued 
to develop its system independently, (2) the lower production costs, (3) the lower 
reserve capacity required, and (4) service improvements, all of which more than 
compensate for the investment and operating expense of the interconnection 

acilities. 

Chart 3 shows the comparative investment estimated for this situation for 
the 2 possible programs—noncoordinated development with 60 units, the largest, 
62,500 kilowatts versus a coordinated program involving 12 units of 100,000 to 
187,000 kilowatt capacity. The saving in investment of nearly $75 million is over 
20 percent. Chart 4 compares the annual production cost for these two programs. 
Savings in other than fuel costs are marked in this situation. The total produc- 
tion cost saving of nearly $14 million per year is some 32 percent. The program 
should prove very helpful in placing this group in a position to better meet the 
threat of public power. In this situation the difficulty of financing the installation 
of large generating units by any of the six relatively small nonassociated com- 
panies makes the jointly owned plant attractive. 

Further possible reduction in power costs in joint plants may be available 
to the extent regulatory approval may be obtained for and sound policy decisions 
adopt the use of special financial structures and methods such as those of 
Electric Energy, Inc., or the Ohio Valley Electric. 

Chart 5 shows a comparison of a conventional utility financial structure with 
that which may obtain in the case of Ohio Valley Electric initially. These per- 
centages for Ohio Valley are based on maximum borrowings for which arrange- 
ments have been made. If the project costs are such as to require less total 
eapital, the equity agreed to being a fixed amount in dollars, the borrowings will 
be correspondingly reduced, retaining the relationship of $6 insurance money 
to $1 of bank loans. The insurance loans are based on 3% percent, 25-year level 
debt service basis, hence are fully amortized in that period which begins when 
the powerplants are completed and full-scale operation begins. Money is, of 
course, taken down from both insurance companies and banks as expended dur- 
ing the 3 or more year construction period which precedes the 25 years of full 
operation. The bank loans are at 4 percent. Tax depreciation taken during the 
period from the completion of the first unit to the time the plants are fully 
completed provides cash to pay off something over 10 percent of the bank loans, 
and the balance is paid off over the first 10 years of full operation except for 
a balloon of possibly 15 percent, which will have to be refinanced at the end 
of the 10th year. In order to do this the amortization of insurance loans will be 
cut down during the first 12 years to just enough to keep that debt at 85 percent 
of net plant, using 2%4 percent per year depreciation for the purposes of this de- 
termination only. All other amortization money goes to pay off bank loans and is 
supplemented by the equity holders reinvesting half of their dividends in 4 percent 
notes for the first 10 years, which will be paid off over the 13th to 22d year of 
the 25-year period of the contract. While these complexities introduce some 
-ariations, the results will not vary significantly from those shown on this and 
the succeeding chart which have been simplified. 

Chart 6 shows comparative annual fixed charges. In the case of conventional 
utility financing, typical interest and depreciation rates, preferred dividends 
and common-stock earnings have been used. In the case of the Ohio Valley 
method, amortization has been taken at the average value for 25 years, 8% per- 
cent sinking fund method, which is 2.45 percent on debt, or 2.54 percent on total 
capital, interest at 4 percent on bank loans and 8% percent on insurance money, 
while common-stock dividends are at 8 percent. The overall comparison shows 
an advantage of some 5.36 percent lower fixed charge rate applied to total 
capital under the special financing arrangement. 
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Chart 7 illustrates the approximate effect the factors discussed may have on 
overall cost of delivered power. It is in terms of mills per kilowatt-hour after 
adding fuel and other production costs and fixed charges, the latter including 
an allowance for ad valorem taxes and insurance omitted in the previous chart. 
The 3 stacks at the left refer to the 6 company systems in 1 midwestern State. 
With conventional financing and not coordinated, the figure is 11.18 mills. With 
coordinated development it is reduced 26 percent to 8.24. With special financing 
the figure would go down 16 percent more, to 6.39 mills. On the right half we 
see similar figures for the 3 plants versus 1 very large plant, the latter based 
on both conventional and special financing. There is some variation in load fac- 
tor between these two sets of charts as indicated. Coal costs over the entire area 
covered by the 3 stack charts on the left and for the 3-plant case on the right- 
hand group are all comparable being in the 25 to 28 percent per million British 
thermal unit range. ‘The 2 single plant cases at the far right have 17% cent 
fuel since, as previously explained, the plants are at mine mouth and energ) 
is transported in this case cheaper by wire. In these charts on the right it 
will be seen that the reduction in cost from the 3-plant arrangement to 1 large 
plant cuts the figure 17 percent, while the additional potential by special financing 
is about 20 percent. Mathematically, therefore, there is a substantial potential 
area of cost reduction in the area of special financing. 

Under what conditions financial structures approaching the special one de- 
scribed above are desirable or will be permitted is, of course, the $64 question 
and one that will have to be worked out for each situation. In the case of both 
Electric Energy, Inc., and Ohio Valley Electric Co., the facilities are largely for 
the supply of power to AEC, and the SEC in giving their approval hung their 
hats largely on the exigencies of national defense and reserved jurisdiction on the 
question of ultimate retainability of stock in the newly formed companies by the 
various utilities in the groups. In the Ohio Valley situation the interest of four 
intrastate companies was in each case less than 5 percent and their acquisitions 
of stock were not subject to SEC approval. In the Ohio Valley case, since both an 
Ohio company and an Indiana subsidiary were formed, the SEC insisted on 
having stock ownership of the Ohio company rest in the holding companies 
involved rather than in the operating companies to avoid a great-grandfather 
relationship. 

Another specific example of special financing is that of the South Carolina 
Generating Co., formed by the South Carolina Electric & Gas Co. to provide 
a 150,000-kilowatt generating plant, half of whose output is under contract to 
the parent company and the other half to Georgia Power Co. Of this plant’s 
150,000-kilowatt capacity, some 30,000 kilowatts. or only about 20 percent, are 
to be supplied to the H—bomb project of AEC near Aiken. Financing has been 
arranged, according to the company’s annual report, on the basis of 75 percent, 
25-year, 3% percent bonds to insurance companies, and 15 percent, 10-year, 4 
percent bank loans, with only 10 percent equity. In the case of Ohio Valley, 
while 95 percent debt money could have been obtained, the insurance people 
wanted to provide for reduction to 85 percent of net plant should the Government 
contract be canceied. These examples and other information available indicate 
that a sound joint-plan development participated in and having contracts with 2 
or more utilities could command bond money at reasonably attractive rates to 
the extent of 85 percent of capitalization in the absence of any Government 
contract. 

Assuming for a moment that regulatory approval may be obtained, the ex- 
tent to which special high debt percentage financing should be adopted in joint 
developments is a policy matter to be given careful consideration. Where the 
percentage ownership of equity is substantial, the parent utilities must consider 
the possible effect on their own debt-financing costs of the high combined debt 
ratios resulting. Also of the effect on utility common stockholders of the greater 
risks of high debt ratio financial structures in the event of a drop in business 
Since'in a jointly owned generating subsidiary the plant does not get into the 
parent companies’ rate base, in one sense the common sstockholders take the 
risk and the ratepayer gets the benefit. Indications are that the equity secu- 
rities could be sold to independent interests, the utility company depending on 
long-term contracts for power and energy, thus obtaining the benefits of low- 
cost purchased power by virtue of the inherent financing and tax savings in 
this type of special high-debt setup. It is possible that various solutions taking 
advantage of part of the financing possi}ilities indicated in the last chart may 
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he developed without doing violence to a sound conception of a reasonable busi 
ness risk and which in some instances may well give the necessary margin to 
meet a threat of socialization which otherwise would place a company and its 
stockholders in real jeopardy. 

EPC jurisdiction over companies not otherwise subject when they enter 
some joint venture is another problem to which no general solution is available. 
The FPC has just granted an exemption to the four intrastate Companies in 
the Ohio Valley group until the new plants are in a position to carry the AEC 
project load. 

In some situations, where the survival against public power inroads dictates the 
necessity for joint-construction and coordinated operation to bring down costs, it 
nay be necessary to choose the lesser of two evils—FFC jurisdiction over an 
otherwise intrastate Company or pricing yourself out of business. 

Obtaining permission from the Bureau of Internal Revenue to use the 3 percent 
sinking fund, 25-year amortization basis, in lieu of conventional depreciation 
for tax purposes, was a pioneer effort of EEI. The same basis with 34 percent 
rate is apparently okayed for Ohio Valley. It is important in setting up the types 
of special financing discussed and holding taxes to a minimum. 

These are some of the high spots of the financial, regulatory, and tax aspects of 
a joint-plant project, which together with State regulatory problems have to be 
worked out for each case. 

In addition there are the practical difficulties of getting a group together in the 
first place and working out the arrangements which, no matter how simple and 
sound in principle, are bound to affect the various systems differently and which 
draw different reactions from different human beings. In the Ohio Valley case it 
took a lot of conferring to get 10 sets of executives, 10 groups of engineers, and 
at least that many lawyers with the help of a few consultants to decide they 
wanted to join the group and then all agree on a proposal, and finally a definite 
contract. It early became evident that with 1 plant in Ohio and 1 in Indiana, an 
Ohio and an Indiana company were desirable for legal and regulatory reasons. 
Much time was taken up with discussions of whether the Ohio company should 
be the top company and the Indiana company the subsidiary or vice versa. While 
the arguments Were largely legal, it seemed to me that those put forth by the 
proponents of Indiana were not quite as convincing as those for having the 
Ohio company on tap—l’'m from Ohio. 

I have reviewed with you some few indications of how the ideas inherent 
in the great joint developments of Electric Energy, Inc., and Ohio Valley can be 
and are being applied to regular utility business in combating the trend to sociali- 
zation. The principles are old and simple: Larger units with lower unit invest- 
ment and lower unit operating cost, proper coordination, and economical financing. 

In view of the magnitudes of the ever increasing demands upon the utility in- 
dustry, the larger sized generating units available, the interconnected network 
of systems, even now for all practical purposes covering the United States, the 
greater quantities of fuel being consumed, and the competitive character of the 
utility business, the jointly owned powerplant may well find increasing economic 
justification in several situations such as 

1. For large systems in high load density areas with a large mine-mouth 
plant and high-tension transmission to load centers as against shipping coal 
to several smaller plants. 

2. For the situation where the service areas of 2 or 3 systems may join and 
a jointly owned large plant may serve loads of all of the participating com 
panies in the area. 

3. In less densely electrified areas where several relatively small systems 
developed independently cannot justify a large unit and are placed at a 
particular disadvantage as against public power unless they coordinate their 
systems and build larger economical plants. 

4. For the future, if atomie energy becomes feasible and economic as a 
source for electric power. Present conceptions are that such a powerplant 
must be large and located remotely from centers of civilization. Such a 
plant may therefore fall in the first category above and be owned jointly by 
several large power companies. 

I have tried to speculate on some possibilities and raise some questions rather 
than answer them, but if there are any items on which you have questions, I will 
be glad to endeavor to answer them. T thank you. 
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APPENDIX VILI—Memorandum by Al Tudor regarding interview with members 
of the subcommittee staff 
JUNE 26, 1956. 

About 9:40 a. m., Dorothy Conant called and told me a Mr. Perlman from 
Washington was here to see me. I told her I was going to be tied up all day 
wtih five schoolteachers visiting us under the observation and directed practice 
course offered by Arizona StatefCollege. Dorothy said he insisted on seeing 
me about a book, and that he whs going to be in town only a few hours. Mr. 
Perlman came ou the phone and said it was important that he see me for about 
half an hour; I asked him to come back at 11: 15. 

At 11:50 a. m., Mr. Perlman came to the fourth floor reception desk; I met 
him there and he showed me credentials that identified him as Arthur Perlman, 
Public Works and Resources Subcommittee of the Committee on Government 
Operations, House of Representatives. He introduced me to Mr. Miles Romney, 
who identified himself as being attached to the staff of the subcommittee. 

Since the teachers were using my office, I talked with Perlman and Romney in 
Lee Poe's office. 

Mr. Perlman asked me if I worked on the booklets and other publications issued 
by the company. I told him I did do some of the writing on some of the 
books. Mr. Romney took from his briefcase a copy of the booklet The Federal 
Power Program—Its Background, Growth and Consequences. Mr. Perlman 
took the book and while holding it, asked me if I ever did any writing on books 
concerning a Federal power policy or program. I said I did at different times 
do some writing on that subject. He asked if I had ever worked with a Mr. 
Kimball in such writings. 

I said I had looked over written material with Mr. John Kimball on this 
subject, and that we had discussed the subject for articles in Spark and Flame 
and other of our company publications. He asked me if I had ever worked 
with Vr. Kimball in preparing a booklet on this subject for distribution to 
“vario. s departments.” 

I asked him to define “various departments’—I thought he meant within the 
company; he said he referred to Government departments. I said “Yes,” I 
had gone over drafts of a proposed book on this subject with John. At this 
point, Mr. Perlman for the first time showed me the book he had taken from Mr. 
Romney and began firing questions regarding which paragraphs I had written, 
from whom I had obtained information, the names and titles of people in other 
utility companies with whom I had worked, how much of the book John Kimball 
had written, if I had attended meetings of officials of the Rocky Mountain 
utilities to discuss this book, and many other questions. I had to tell him to 
slow down, I couldn't even remember the questions—let alone answer them. 

He kept leaping from one question to another before I could begin to even 
answer the preceding question. I interrupted him and asked him to look at 
his credentials again. He gave them to me and I copied the wording down on 
a piece of note paper; I asked Mr. Romney his name and wrote it down. | 
asked Mr. Perlman what was the purpose of the third degree, and he assured 
me it was not a third degree. He said “I am merely interested in a booklet 
that you have information about, and I am trying to learn some of the details 
about its printing.” I asked him if he were in the House of Representatives 
and a member of the Committee on Government Operations. He smiled, mo- 
tioned to his credentials and said, “Of course, you don’t have to tell us anything 
about the book, but we think you would rather tell us what you know about 
it—so we won't have to subpena you for your testimony.” 

I guess that made me forget to press him on whether or not he actually is a 
Member of Congress—iit least I never did find out for sure. 

He suggested that we get back to our discussion of the book. And he kept 
asking me who printed the book, who did the actual! final writing and production 
of the book, who paid for its printing. I said I did not know the answers to any 
of these questions. He insisted I did, and I repeated three times that I was 
sorry, I could not tell him anything about who wrote it, printed it, or paid for it 
Mr. Perlman got a little hostile and asked me not to try to make him believe that 
I was so naive as to be working on a booklet about which I knew nothing. He 
reminded me again that he would prefer to have me tell him the full information 
“instead of having to subpena you.” 

I told him that regardless of what he thought or what he did, I could give 
him only one answer: I don’t know who wrote, printed, or paid for the book. 

Mr. Perlman handed me the book and asked me to pick out which of the | 
graphs I had written. I told him I didn’t write any of them. He be 
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perturbed again and said I had just told him I had done some writing on this 
subject with John Kimball. I admitted saying that, but pointed out that this 
was not the book I had worked on. He asked me which book it was, and I said 
I didn’t exactly remember—I have worked on several pieces and read several 
dozens of others on this subject. Mr. Perlman suggested I look through my files 
and bring him a copy of the book to which I referred. 

I took from my files a copy of The United States Needs Realistic Water and 
Power Policies—Fair to All. (This is a statement by the Rocky Mountain 
Electric Utilities before the task force on Water Resources and Power of the 
Commission on Organization of the Executive Branch of the Government.) Mr. 
Perlman read through the book and asked me which paragraphs I wrote—which 
ones Mr. Kimball wrote. I told him we saw only drafts and that we had edited 
them and made some suggestions for the final copy. He insisted that I mark 
the changes and suggested corrections; I couldn’t remember any of them for 
sure. I did not mark any passages in the book. 

Mr. Perlman asked to whom we sent these changes in the drafts. I said I 
didn’t know. That started quite a discussion about whether or not I knew what 
i was doing, and that he didn’t believe I was working in the dark on this copy. 
He said he couldn’t conceive of me working on such a booklet without holding 
several meetings with officials of other companies concerning the contents of 
the book. I said I did not attend any such meetings. He asked if any such 
meetings were held; I said I imagined so, but I wasn’t in on them. He asked 
me who did attend such meetings; I said I didn’t know for sure that there were 
such meetings, so I couldn’t know who attended them—if they were held. 

Mr. Per!man went back to the red book Federal Power Program and asked me 
to think back and tell him how many copies of this book we bought. I said I 
didn’t know that we had bought any, but that we had distributed some. 

How many? About 60 copies, I said. He said that in a large company such 
as this we kept pretty accurate records of our business, and asked if I agreed. 
[agreed. He asked if we kept records regarding this book. I said that my own 
file undoubtedly contained a copy of the book. He asked what else my file 
contained on this book, and I said probably nothing of any consequence. He 
asked me to get all the correspondence within our company and with other com- 
panies regarding the preparation or distribution of this book. 

I couldn’t find a thing. I was gone to the file room for some time, and when 
[ returned, Mr. Perlman smiled and said, “There probably is not a piece of 
correspondence on this subject, is there?’ I admitted there sure isn’t. He 
remarked sarcastically how lax some companies are in their filing, and sug- 
gested that I take another look around. He reminded me that things went 
along much more smoothly when it was not necessary to subpena files to get 
information. 

I asked Martha Lee if there was any of John’s correspondence regarding this 
book in our files, and she could find nothing 

When I returned, Mr. Perlnan asked me to get my file copy of Federal! Power 
Program. I showed this to him. Stapled to it was a covering letter (repro- 
duction of which is attached as “A”). I told him I was apparently in error 
when I said earlier that we distributed about 60 copies; I figured from my nota- 
tions that it must have been about 400 copies. Mr. Perlman said he imagined 
it was at least that many. 

Mr. Perlman asked me if Mr. Kimball confided in me much. I said that the 
nature of my work was such that I came in close contact with Mr. Kimball 
several times a day when he was in town, but that he did not “eonfide” in 
me particularly. He asked me to recall conversations we may have had follow- 
ing Mr. Kimball's trips to attend meetings with other Rocky Mountain utility 
officinls. I recalled that we did talk a few times after John returned from 
meetings with these people, but I did not recall any conversations that came 
as a result of meetings for the purpose of drafting or printing either of these 
booklets in question. 

Mr. Perlman asked me to tell him the names of the people that cropped up in 
our conversations (concerning Rocky Mountain utilities). I stressed that these 
people were not spoken of in connection with these books, but that John had 
snoken often of George Gadsby, Ed Naughton, Jack Corette, and someone from 
Colorado Public Service, whose name I couldn’t remember. 

Mr. Perlman asked me where I obtained by copy of Federal Power Program. 
1 said from my own file. Is it—or was it filed along with other hooks? Yes. 
Please get the entire file for us—it will save a lot of time and trouble. T went 
to my office and brought back the entire file marked “Special Mailings.” 
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When I returned, Mr. Perlman asked me to again name the people with 
whom John Kimball met from time to time—“the names you just gave us before 
you went out of the office.’ Mr. Romney said that he missed one name. I 
named the men again, leaving out Corette because they had continually injected 
his name into our conversation previously. Mr. Perlman said, “There was one 
more you mentioned—was it Fellows of Colorado Public Service?” I said, “No,” 
I didn’t know anyone by that name. He said I had named him before, I dis- 
agreed since I don’t even know. Mr. Fellows or if he is with Colorado. Mr. 
Perlman asked Romney to check back and see if I listed Fellows and Romney 
said he was sure I had. I said, “No,” the one I left out was Jack Coreite. 

They both pounced on this name and shot questions: What sort of a person 
is he, did he have an active part in the book, did I ever attend any meetings 
with him? I don’t know Mr. Corette: I’ve never met him, never been at a 
meeting with him. Mr. Perlman asked if Mr. Corette isn’t “pretty active in 
this Federal power thing.” I said I wasn’t aware of it. 

Mr. Perlman came back to Mr. Fellows. Wasn’t he one of the people with 
whom Mr. Kinball met and discussed this book? I didn’t know, and repeated 
3 or 4 times that I had never before heard of Mr. Fellows. Mr. Perlman asked 
if it was not a fact that I had attending meetings in Salt Lake City and Denver 
with Mr. Fellows. I repeated I did not know Mr. Fellows; I had never been to a 
meeting in Salt Lake City and I have never been in the State of Colorado. 

Mr. Perlman asked if we had a very active program on this [indicating my 
file on special mailings] sort of propaganda in connection with Federal power. 
I said we tried to keep our employees and supervisors informed as to latest 
developments in this subject, and on occasion we did do some mailing to business 
leaders in our service area. I said we were not especially active in this sort 
of thing. Mr. Perlman was very much interested in the NAEC bookiet Turi 
on the Light and in several memos attached to this booklet (enclosures B here- 
with). These were in my special-mailings file. 

He asked if I signed the memo marked “B-3”" attached; I admitted I had, 
and that the views in it were my own. He asked who Don Willis is, and I 
explained that he is my boss. He asked what was Don’s connection with Mr. 
Kimball and I explained Don’s present and previous positions in the company. 
Mr. Perlman said that certainly Don would have known the background of 
these two books and who printed them, ete. I said I was pretty sure that Don 
was not in on any but the preliminary discussions of these books, and that I 
had had most of the discussion with Kimball on them. 

Martha Lee came in and said she had located a few pieces of filing. I went 
out and brought to them (from Doug McGregor’s file) an excerpt from a talk 
by John T. Kimball, December 1, 1952, A Proposal for a National Power Policy 
(they had a copy of this in an envelope which was tipped-in the inside back 
cover of Federal Power Program); I also brought them John Kimball’s copy 
of statement to task force; and a copy of A Statement of Electric Power Com- 
panies of the Rocky Mountain Area to the Water Resources Policy Commission 
Conference at Denver, Colo., June 27-28, 1950. They looked these over and 
returned them to me with no comment. 

Along about this point, Romney put down his pad and pencil (he had been 
sporadically taking notes of the conversation), and both Romney and Perlman 
asked a lot of questions that seemed to have no connection with the issues or 
with each other for that matter. Samples that I remember: 

What is your largest generating plant? Saguaro. What is the capacity? 
200,000 kilowatts. How does that compare with Niagara Hudson's new plint? 
I don’t know. Don’t you know how big that plant is? I have no idea—I’ve 
read it, I suppose, but I don’t remember. Do you have any hydro plants? Not 
on our system—only Childs and Irving, small standbys. How do you get power 
from Hoover Dam and other dams in the Colorado River? I explained through 
USBR and APA. Are the charts in the Federal Power Program book colored 
by hand? Your copy looks as though it is; my file copy is not hand colored 
it is multicolored printing. Why do you suppose they hand colored some and not 
others? I have no idea. How many did they hand color? I don’t know that 
they did hand color any other than the copy you have. Couldn’t you say for sure 
that this was printed in Montana or Colorado? No, I couldn't sav. What sort 
of a person is John Kimball? Was he born in Mississippi; he’s not an engineer, 
is he; what is his mainstay in utility operations, ete.? He was born in Lonisi- 
ana., he does have an engineering degree—no, maybe it’s not an engineering 
degree: I’m not sure; his main background is sales and administration. 
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How hot does it get out here? How hot was it yesterday? When does the 
humidity go up? What do you know about the Central Arizona project—think 
yowll ever get it through? I don’t know much about the project, but I sure 
hope that we can find some way to work out our differences so that we can: get 
the water we need. Are there any plans for building more dams on the Colorado? 
I snid Glen Canyon is beyond the planning stage, and there are others that could 
he built or are proposed by various groups. J understand John Kimball is an 
operating man—what was he doing here in charge of sales and personnel? He 
is very capable and versatile and is thoroughly familiar with all phases of 
utility operations. When did he leave here? About 2 years ago. How lony 
before he left did you go over the copy of the Task Force book? TI really don’t 
remember. About how longa? I'd be away off if I guessed. Go ahead and guess— 
was it a month—6 months——how long? Probably at least a year, but I’m not 
sure. Mr. Perlman: “That is absolutely correct.” 

Getting back to your powerplant—that’s a big plant, isn’t it? Yes, it is. A 
nice modern plant? Very modern. Steam generating? Yes. What is the 
operating efficiency of the plant? T don’t know, except that it’s regarded as a 
very efficient plant. But certainly you know what percent of efficiency it is? 
I’m sorry I don’t know. Well, is it 40 or 10 percent or what? I just couldn’t 
say—I know very little about the operating end of our business, and I know 
nothing about how they figure plant efficiency. But you do know it is @ very 
efficient plant? Vm sure it is from what our own and other engineers say. 

Mr. Perlman: Did you ever go over a draft of the red book (Federal Power 
Program) with Mr. Kimball? I believe I did. What changes did you make in it? 
None. Do you ask me to believe that you and Mr. Kimball took this book for the 
purpose of rewriting it and yet made no changes init? We didn’t take it for that 
purpose—at least I didn’t. What did you do with it? Mr. Kimball asked me 
to look over the draft and give him my ideas about it. Which paragraphs did 
yvou change? None of them. Why not—iras it so good? I wasn’t asked to 
rewrite or edit it—I was asked to give Mr. Kimball my reaction to it. And what 
awas your reaction to it? TI said it was fine for top people in the industry or 
those who were well acquainted with the issues, but it wasn’t worth much for 
the layman. But you knew it was not going to laymen, didw’t you? No, I didn’t 
know that. You knew perfectly well who the book was intended for, didw’t you? 
Yes, I knew it was to be submitted or presented to the Department of the Interior 
primarily, but those things have a way of getting wider distribution at times 
also. (Nore.—The inside front cover of the copy of Federal Power Program that 
Mr. Perlman had contained wording to the effect that it was designed for 
presentation to the Secretary of the Interior.) 

Mr. Verlman asked me to get him a copy of Turn on the Light. 1 said it was 
out of print, and the only copy within the company was probably my file copy. 
He asked where he could get a copy. I told him at NAEC Washington office (it’s 
printed in the flvleaf), and he said he would get a copy from LBarnett—or that 
if he couldn’t, he would write me and see if I could get a copy from Barnett. 

Mr. Periman asked me to give him my copy of the task force report. I said 
that if had never been released for distribution by this company or by any 
of the others concerned, as far as I knew; for that reason I thought [ should 
not give him a copy. He did not press this point. He asked how many copies 
of this hook we got and distributed. T told him we distributed it to top super- 
visors, to division, district, and local managers, and that we had distributed 
copies to local managers for release to the press, but that John Kimball received 
word from Denver to hold up the release and the books. They were all returned 
to my office and I helieve John Kimball returned the books to Denver. 

Mr. Perlman remarked that the company files were not in too good condition 
since he couldn’t find much of the correspondence that he wanted. He thought 
my own public information files were very poorly kept. T admitted they were, 
but at the time I was doing most of the publicity and public information work by 
myself and that T had no time to keep up files the way they should. He re- 
marked that my notes and memos should have been kept in a more businesslike 
fashion. I agreed, but said that at the time I did all of my own secretarial 
work, which accounted for rough memos and pencil notes all over the booklets, 
ete. 

Ife thanked me and said they had to rush off to catch a plane. T asked where 
they were headed from here, and he said Washington. As we left Lee Poe’s 
office, Mr. Perlman glanced around and remarked that we had beautiful offices. 
He indicated Mr. Lucking’s office and said it looked very lavish—*“I suppose 
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it’s the president's office?” I said it was, but that while it was a very nice office 
it was far from lavish, that we didn’t go in for plush offices in this company. 
Mr. Perlman asked if the president were in that he might see him for a few 
minutes; I said Mr. Lucking was out for the day. 

They ijeft at 1: 20 p. mn. 


APPENDIX IX—Letter from C. N. Phillips, Colin W. Raff, and Alex Radin, to 
Hon. Earl Chudoft 


ITEM 1 
EBASCO SERVICES, INC., 
New York, N. Y., August 3, 1956. 
Hon. KArL CHUDOFF, 
Chairman, Subcommittee on Public Works and 
Resources of the Committce on Government Operations, 
House of Representatives, Washington, D.C. 

Deak Sir: You will recall that when I testified before the subcommittee on 
Tuesday, July 17, and Wednesday, July 18, 1956, questions concerning the 
source and validity of the factual information contained in the booklet, The 
Federal Power Program, Its Background, Growth and Consequences were not 
asked of me. <As the record of the hearings fully discloses, a substantial part 
of the factual material upon which the booklet is based was developed by the 
research department of Ebasco Services Inc., of which I am the director, and I 
was fully prepared to answer any questions concerning such part of the factual 
material in the booklet as was furnished by Ebasco Services. 

On Wednesday, July 25, Mr. Alex Radin, general manager of the American 
Public Power Association, appeared to testify before your subcommittee and, 
in the course of such testimony, read into the record a prepared statement in 
which he said that he was appearing as a witness in response to a letter from 
you in which he was asked to review the booklet, The Federal Power Program 
and “testify as to the accuracy. of the alleged facts stated therein, and as to the 
effeet. the doeuments and views expressed may have on the Federal*Power pro- 
gram established by Congress.” In the light of Mr. Radin’s testimony, in which 
he takes exception to the validity of some of the facts and figures included in the 
booklet, The Federal Power Program, I am taking this opportunity of conveying 
to the subcommittee reference to the source material from which the facts and 
ligures challenged by Mr. Radin were developed, and I respectfully request that 
this comuiunication be considered as though I had testified to it under oath, 
which I would have had I been asked about these matters upon the occasion of 
my appearance. 

I do not intend to address myself to Mr. Radin’s obvious distortions of the 
presentations in the booklet. Instead, I shall confine the remarks herein to sup- 
porting the factual data furnished by Ebasco and contained in the booklet which 
has heen challenged by Mr. Radin. No attempt has been made to pick up small 
and unimportant difierences between the figures used in the booklet, and those 
advanced by Mr. Radin. My comments are confined to substantial errors of 
fact by Mr. Radin. 

‘tthe page numbers referred to in this letter are those of the official transcript 
of the proceedings. 

Starting on page 645 of the transcript Mr. Radin attacks the validity of the 
iiap appearing on page 5 of the booklet and entitled “Location of Federal Proj- 
ects Involving Electric Power.” This map is 1 of 4 graphie charts which were 
designed to show the extent and location of existing and future potential Fed- 
eral projects and facilities involving electric power. Obviously it would have 
been impossible to present all the information on one page. Mr. Radin com- 
plains (p. 646) that “An accurate comparison between the 1932 and 1952 maps 
would have shown only projects in operation in 1952 * * * .” Such an accurate 
comparison in stack form is shown on page 3 of the booklet. 

Mr. Radin questioned the information given on pages 3 and 9 of the booklet 
by saying, per page 646 of the transcript, that the correct figure for Federal 
plants in service at the end of 1952 was 8,293,520 kilowatts. He gave as his 
reference the FPC report on Hydroelectric Power Resources of the United States, 
Developed and Undeveloped, 1953. Mr. Radin failed to take into account over 
1,450,000 kilowatts of Federal steam-electric capacity in service at that date. The 
existence of these Federal steam-electrie stations is well known. Some of them 
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are located in or close to municipalities which are believed to be connected 

with the association which Mr. Radin manages. 

On the same page Mr. Radin claims that the projects under construction as 
of January 1, 1953, totaled 5,768,850 kilowatts, instead of the figure of 10,- 
728,400 kilowatts shown on page 9 of the booklet. Here again he made the same 
mistake when he ignored over 4,450,000 kilowatts of Federal steam-electric 
capacity under construction as of that date. 

The figure of 13,170,352 kilowatts given by Mr. Radin as the hydroelectric 
power capacity developed by non-Federal sources (p. 646) is misleading because 
it includes 1,006,772 kilowatts of hydro installed in industrial establishments. 
(See p. 2, Hydroelectric Power Resources of the United States, Developed and 
Undeveloped, 1953, published by the Federal Power Commission.) The booklet 
under discussion does not include industrial establishments. 

In respect to the maps on page 5 of the booklet, which were discussed by Mr. 
Radin at some length, I believe it would be helpful to you to give you some 
information about them. 

In 1932 the Federal Government had no power program of the type and extent 
it had in 1952 and has today. The book A Water Policy for the American People 
which was published in 1950 and is the report of the President’s Water Resources 
Policy Commission, says on page 6, “But it was not until 1983 * * * that Con- 
gress authorized a large-scale effort to treat river basins as units for purposes of 
development.” 

The 1952 map shown on page 5 was designed to show projects— 

In service. 

Under construction. 

Authorized. 

Approved or proposed by Federal Government departments. 
Plants with penstocks for future hydro units. 

The information necessary to develop this map was compiled from Government 
sources which included : 

Department of Interior “Program for Power Development, 1948-1957” 

Department of Interior “B. of R. Program for Electric Power Development in 
the Western United States—Fiscal years 1947-1952” 

Department of Interior “Report on Comprehensive Plan of Power Distribution 
and Sales.from Hydro-Electric Projects, as authorized by Flood Control Act, 
December 1944 (H. R. 4485) in the Southwestern Region’? November 1945 

Annual reports of— 

Commissioner of Reclamation 
Secretary of Interior 

Tennessee Valley Authority 
Chief of Army Engineers 
Bonneville Power Administration 

House and Senate documents :—Studies by Army Engineers and Interior De- 
partment. 

Department of Interior “Power Resources, Requirements and Supply—Missouri 
River Basin” July 1951. 

Hearings on appropriation bills before United Siutes House or Senate for— 

Interior Department 

War Department, Civil Functions (later called Civil Functions, Department 
of the Army). 

Hearings on flood-control bills. 

Releases by Bureau of Reclamation. 

Project planning reports for various river basins. 

The various power programs of Departments used as information sources for 
the map includes many projects that had not been authorized or approved by 
the Congress at the time, yet were an integral part of their plans for the area 
under study. Some of these have since been authorized. 

Mr. Radin claims that “A similar distortion of the Federal power program 
appears in the chart on page 7.” This chart shows the extent of the Federal 
transmission line program. The information on the lines in service and under 
construction was obtained from the following sources : 


The detailed maps published from time to time by the Federal Power Com- 
mission 

TVA annual reports, including the Authority’s report on the operations of its 
distributors 

Bonneville Power Administration annual reports 
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The Bureau of Reclamation documents entitled— 

“Program for Electric Power Development in the Western United States 
Fiscal years 1947-1952” 
“Program for Power Development, 1948-1957” 

The information on the proposed transmission lines was obtained from the 
sources listed above plus the following : 

“Report on Comprehensive Plan of Power Distribution and Sales from Hydro- 
Electric Projects As Authorized By Flood Control Act, December 1944 (H. R. 
4485) in the Southwestern Region” by United States Department of the 
Interior, November 1945. 

House Hearings, Interior Department Appropriation Bill, 1953, part 1, pages 
24-25. 

There is no distortion or misrepresentation on the map. It shows as ¢or 
rectly as possible the existing, under construction and proposed transmission 
lines of the Federal Government as of the winter of 1952 

On page 648 of the transcript Mr. Radin again attacks the validity of the 
chart on page 9 of the booklet, by stating that the Federal power projects 
“in service and under construction as of January 1, 1953, amounted to only 
14,633,970 kilowatts.” He uses as his authority for his statement a report of 
the Federal Power Commission which plainly states that it relates only to hydro- 
electric stations. He ignores 5,931,550 kilowatts of Federal steam-electric sta- 
tions in service and under construction as of that date. Adding these to the 
14,633,970 kilowatts stated by Mr. Radin, gives a total of 20,565,520 kilowatts of 
Federal generating stations in service and under construction, as compared with 
20,519,850 kilowatts shown in the booklet. 

Mr. Radin again makes the same error of omitting nearly 6 million kilowatts 
_ Federal steam-electric stations in service and under construction as of January 

, 1953, in the figures he presents on the bottom of page 648 and the top of page 
au of the transcript. 

On page 650 of the transcript, Mr. Radin complains that he could not find the 
“$70 to $115 billion” statement in the President’s Water Resources Policy Com- 
mission report. He goes on to say: “I strongly suspect that this estimate is an 
invention of the authors of this booklet.” 

The figures are not the invention of the authors of the booklet. They are 
to be found on page 93 of the President’s Water Resources Policy Commission 
report and include costs other than those directly for power purposes. 

Mr. Radin goes on to imply by a computation on the top of page 651 of the 
transcript, that the estimated cost of the Federal Power program as outlined 
in the booklet is $115 billion. Heis completely wrong in this respect. The booklet 
on pages 13 and 23 gives the estimated cost of the Federal power program 
outlined therein including money already spent and the multiple-purpose features, 
if any, of the hydros as $32,774 million. 

The basis of the estimated cost of $32,774 million is as follows (breakdown 
given on p. 13 of the booklet) : 


Money spent and appropriated to June 30, 1953, plus the amount 


necessary to complete projects then underway_--_-_-_---~-~ _ $7, 009, 000, 000 
40,000,000 kilowatts of additional hydroelectric capacity at $500 
NR i a 0 abet ed cs ron ahead Sa pms aed chen Nine ag yh eae 20, 200, 000, 000 
8,200,000 kilowatts of new steam-electric capacity at $175 
I cso cinssichiak paca sg eager eats ones aiahi aie cleaole __... 1,440, 000, 000 
PARI a NID itis ksi has age ngs i eld daca _... 3,829, 000, 000 


PGE eee, OE UNING eso bk een menos se 276, 000, 000 


NN a i Na cok aie a i ee ee ele 32, 754, 000, 000 


-*. 


The money spent and appropriated to June 30, 1953, plus the amount necessary 
to complete projects then under way, was obtained from sources which included : 
Department of Interior publication, Dams and Control Works 


Hearing on appropriation bills for— 
Interior Department. 
War Department, Civil Functions (later called Civil Functions, Department 
of the Army). 
Supplemental appropriations. 
Independent Offices. 
United States Budget 
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Annual reports of— 
Commissioner of Reclamation. 
Bonneville Power Administration. 
Tennessee Valley Authority. 
Releases by Corps of Engineers and Bureau of Reclamation showing funds ap- 
propriated or available for individual projects 
Conference reports on appropriation bills 

From the above sources, the latest available estimate of the final cost of each 
of the projects in service and under construction was obtained. These items 
were totaled to obtain the $7,009 million figure shown on page 13 of the booklet. 

The money spent on each project involving power to the end of fiscal year 
1951, the program for fiscal year 1952 and the applicable portions of the appro- 
priations for fiscal year 1953 were determined from the above listed sources. 
These items were added to obtain the figure of $5,049 million which appears on 
page 23 of the booklet as money spent and appropriations to June 30, 1953. 

The average estimated cost as shown by the latest estimates of cost for 20 
Federal hydroelectric projects totaling 3,586,000 kilowatts that were authorized 
as of January 1, 1953, was $496 per kilowatt. The average estimated cost of 
5 Federal hydroelectric projects recently authorized which totaled 1,048,000 
kilowatts is $590 per kilowatt. 

The estimate of $175 per kilowatt of installed capacity for future Iederal 
steam-electric generating stations recognized the price inflation which is in 
progress, and eompares with an average cost figure of $153 per kilowatt for 
the 4,500,000 kilowatts of steam-electric capacity which has been constructed in 
the past 5 years by TVA; $160 per kilowatt estimated for 450,000 kilowatts of 
capacity to be added to existing stations after 1955, and an estimate of $171 
per kilowatt for 900,000 kilowatts in the proposed Fulton steam-electrie station 
near Memphis. None of the TVA figures includes interest during construction. 

The transmission estimate was based on the average transmission cost of 
about $80 per kilowatt of installed generating capacity for the combined TVA 
and Bonneville facilities as of fiscal year 1952. 

The general property estimate of about $5.75 per kilowatt of installed capacity 
was about one-half of the experience of the electric companies as of the date of 
the estimate and is substantially less than the actual experience of TVA at 
that time. 

At page 655 of the Radin testimony, the charge is made that the figure of 
$5,049 million appearing on page 23 of the booklet “probably includes the appro- 
priations for operations and maintenance as well as for some of the nonpower 
features of hydroelectric projects.” The figure of $5,049 million to the best of 
my knowledge and belief, does not include any appropriations for operation and 
maintenance after completion of construction. It does not include nonpower 
features of the overall projects, but it does include features common to more 
than one of the purposes of the structures. An example is Grand Coulee. The 
total estimated cost of the reservoir, dam, and power facilities are included. 
The estimated cost of the pumping plant, equalizing reservoir, canals, and “other 
self-liquidating programs” are not included. 

I have confined this letter to refuting the attack which Mr. Radin made on the 
validity of the data contained in the booklet for which Ebasco Services had all 
or part of the responsibility. The information furnished by Ebasco was factual. 
It was assembled from the Federal Government sources that were available 
at the time the work was done. The research was carefully conducted, and is 
referenced in detail to the source material. There is no distortion or misrepre- 
sentation in these data. 

I have read all of Mr. Radin’s statement. I do not want you to believe that 
because I have not discussed many of his assertions, denunciations, and claims 
in this letter that I personally approve or agree with what he said, for I do not. 

Yours very truly, 


CALEB N. PHILLIPS. 


Copy to Hon. William L. Dawson, Hon. Dante B. Fascell, Hon. Clare B. 
Hoffman, Hon. Charles R. Jonas, Hon. Robert FE. Jones, Hon. Victor A. Knox, 
Hon. William E. Minshall, Hon. Robert H. Mollohan, Hon. John EB. Moss. 
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ITEM 2 
THE MONTANA POWER Co., 
Butte, Mont., August 10, 1956. 
Hon. EARL CHUDOFF, 
Chairman, Public Works and Resources Subcommittee, 
Committee on Government Operations, 
House of Representatives, Washington, D. C. 


DEAR CONGRESSMAN CHupoFF: At the time 1 appeared before your subcommittee 
on Tuesday, July 17, Mr. Lanigan asked me certain questions relating to the 
comparison between Kerr hydroelectric development of the Montana Power Co. 
and Hungry Horse project of the United States Bureau of Reclamation. 

Subsequently, on Tuesday, July 24, Mr. Clay Cochran of the National Rural 
Electric Cooperative Association appeared before your subcommittee in answer 
to an invitation from you to comment on the booklet, The Federal Power Pro- 
gram, which was one of the subjects of your inquiry. 

In the course of his statement and a statement by Mr. Alex Radin of the 
American Public Power Association, references were made to the comparison 
between Kerr and Hungry Horse. Because the references made by Mr. Cochran 
and Mr. Radin were erroneous and misleading and because we were not afforded 
an opportunity to answer their charges, I am requesting that this letter be made 
a part of the record of your hearings. 

At page 505 of the transcript, there appears a tabulation labeled “Table I” 
which purports to show that the information on Kerr and Hungry Horse, as it 
appeared in the Rocky Mountain booklet, was incorrect. Mr. Cochran has shown 
what he alleges to be the cost of Kerr project, its kilowatt capacity and its cost 
per kilowatt and has set them opposite our figures in an obvious attempt to dis- 
prove our statements. 

Mr. Cochran’s figures allege a cost of $16,958,000 for the Kerr project and state 
that its capacity is 168,000 kilowatts. We have been unable to determine how 
he arrived at the cost of $16,958,000 but I would like to point out that the figures 
he has used appear to approximate the 1955 report to the Federal Power Com- 
mission, which shows a total cost of $16,109,454 and installed capacity of 168,000 
kilowatts as of that date. 

However, as I testified before your committee, the Rocky Mountain booklet 
was published early in 1953 at which time the cost of the Kerr project was 
$11,236,822 and the installed capacity was 112,000 kilowatts. <A third generating 
unit has been added since that time. 

I do not believe Mr. Cochran’s “adjustment” to 1955 dollars merits reply for 
the reason that our check of construction cost indexes does not support his con- 
tentions and for the further reason that he has failed to “adjust” Hungry Horse 
costs in the same manner. 

Mr. Cochran further has found fault with our comparison for the reason that 
we did not take into consideration the downstream benefits claimed for Hungry 
Horse. Had we done this, the resulting chart on page 29 of the booklet, The 
Federal Power Program, would have shown the same situation that it now shows. 
This is because we would have shown similar downstream benefits for Kerr 
project, which also contributes materially to increased firm power at downstream 
hydro plants on the Columbia River system. 

To follow Mr. Cochran’s reasoning and to insert the correct comparative 
figures, our chart would have shown the following situation : 


| 








| Montana | U.S. Bureau 
1952 situation Power’s Kerr | of Reclama- 
project | tion Hungry 
Horse 
Cian as Nae . ; = $11, 236, 822 | $103, 500, 000 
Kilowatt capacity plus downstream firm power---.-.----- ee 314, 000 810, 000 
Cost per kilowatt on above--........---------.---- pie wines . $36 $128 


From this comparison, it is apparent that Hungry Horse cost approximately 
9 times the cost of Kerr but produced only 2144 times more power. Thus, the 
same situation prevails as was shown on page 29 of the Rocky Mountain 
booklet. 


82402—56 
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At page 660 of the transcript, Mr. Radin made the statement that “Kerr Dam is 
essentially a run-of-the-river dam, while Hungry Horse provides 2,982,000 acre- 
feet of storage capacity.” 

If Mr. Radin had taken the trouble to check his facts before making this 
statement, he would have known that under the terms of the Federal Power 
Commission license, Kerr project is allowed to regulate its Flathead Lake 
Reservoir between elevations 2,893 and 2,888 and that this operation provides 
Kerr project with usable storage of 1,220,000 acre-feet. 

While the claimed usable storage at Hungry Horse is 2,982,000 acre-feet, it 
must be kept in mind that Hungry Horse is a cyclical reservoir which requires 
approximately 2 years to refill after it has been completely drawn down in a crit- 
ical season. Kerr, on the other hand, is an annual reservoir which can be re- 
filed every year. Therefore, a more realistic comparison on an annual basis would 
be based on a median water year when Hungry Horse storage is only 1,626,000 
acre-feet and Kerr storage is 1,220,000 acre-feet. 

I felt you would want to have this correct information for the record of 
your hearings. 

As to many of the other statements and charges made by Mr. Cochran and 
Mr. Radin, I feel that no useful purpose will be served by commenting despite 
the fact that these witnesses were given a forum in which to make unsupported 
charges against the Rocky Mountain utility companies and we were not afforded 
an opportunity to refute their statements. To comment on their presentations 
at length would only create a debate on beliefs and philosophies which would 
add nothing of value to your subcommittee and would not affect the factual 
situation which was the basis for the booklet, The Federal Power Program. 

Suffice it to say that we do not concur in or agree with all the views expressed 
by Mr. Cochran and Mr. Radin and the absence of specific comment should not 
be construed as indicating our acceptance of their statements. 

Thanking you for this opportunity to submit material to your subcommittee, 
I am 

Very truly yours, 
CoLiIn W. RAFF, 
Executive Assistant to the President. 


Copies: Hon. William L. Dawson, Hon. Dante B. Fascell, Hon. Clare BE. Hoff- 
man, Hon. Charles R. Jonas, Hon. Robert E. Jones, Hon. Victor A. Knox, Hon. 
William FE. Minshall, Hon. Robert H. Mollohan, Hon. John E. Moss. 
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ITEM 3 


AMERICAN Pupstic Power ASSOCIATION, 
Washington, D. C., August 29, 1956. 
Hon. Eart CHUDOFF, 
Chairman, Public Works and Resources Subcommittee of the 
Committee on Government Operations, 
House Office Building, Washington, D. C. 


DEAR CONGRESSMAN CHUDOFF: I appreciate very much your courtesy in send- 
ing me a copy of the letter to you, dated August 3, 1956, from Caleb N. Phillips, 
of Ebasco Services, Inc., in which Mr. Phillips purports to refute portions of 
the testimony which I presented to your subcommittee on July 25, 1956. 

Mr. Phillips has pointed out that in portions of my testimony appearing on 
pages 646, 648, and 649 of the transcript, I have omitted, in the figures which I 
presented, the kilowatts of steam capacity included in Federal power installa- 
tions. This was an error on my part and I wish to apologize for it and to take 
this occasion to acknowledge the error. I can assure you that it was completely 
inadvertent and I regret very much its occurrence in my testimony. 

However, I do not accept the purported corrections to my testimony in other 
portions of Mr. Phillips’ letter. The other “refutations’” either do not hold 

yater, or they serve merely to corroborate my own testimony, as I will show 
in the following portion of my letter. 

On page 2 of Mr. Phillips’ letter, he attempts to refute my statement that “An 
accurate comparison between the 1932 and 1952 maps would have shown only 
projects in operation in 1952 * * *.” He contends that “Such an accurate com- 
parison in stack form is shown on page 3 of the booklet.” It seems to me that 
the presentation of an accurate comparison on page 3 does not excuse a distorted 
and misleading comparison on page 5 of the booklet. 
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In the last paragraph on page 2 and on page 3 of Mr. Phillips’ letter, Mr. 
Phillips corrects some of the figures used in my testimony by including steam 
capacity of Federal power projects. As I have indicated, I acknowledge this 
eerror in my testimony. While I will not attempt to minimize the extent of 
the error, I think it should be pointed out, nevertheless, that even when the 
steam capacity is added, it does not alter the validity of the point which I made 
in my testimony: namely, that it is unfair to compare—as was done with the 
map on page 5—a “program” consisting only of existing projects in 1932 with 
a “program” in 1952 that includes not only existing projects but all those “under 
construction, authorized, approved, or proposed” which the authors could scrape 
together. 

The same principle holds true for my comments on the chart on page 9 of 
the booklet. Even with the addition of the steam capacity, and using Mr. 
Phillips’ own figures, the total of 20,519,850 kilowatts of capacity in service 
and under construction as of 1952 is a far cry from the total of 68,971,550 kilo- 
watts which the chart on page 9 represents as the “Federal power program 
today.” In fact, even the addition of authorized capacity not under construc- 
tion (8,751,775 kilowatts according to the booklet and 7,928,550 kilowatts ac- 
cording to FPC) the total of the “Federal power program” would still be less 
than half that shown in the subject booklet. 

With regard to the chart on page 7 of the booklet, entitled “Growth of the 
Federal Transmission Line Program,” Mr. Phillips’ refutation of my arguments 
against this chart consists (see pp. 4 and 5 of his letter) of a recitation of the 
various references from which the data for this map were obtained. While 
some of these references are quite vague (for example, “The detailed maps 
published from time to time by the Federal Power Commission”—which maps?), 
I did not attempt, in my testimony of July 25, to claim that these lines had not 
been proposed by someone or some agency at some time in the past. The brunt 
of my argument was that it was unfair to include in this map the “proposed 
lines” inasmuch as it is a well-known fact that there is a vast distinction be- 
tween lines that are proposed and those that are actually authorized by the 
Congress. 

On page 6 of his letter Mr. Phillips states that I “imply by a computation on 
the top of page 651 of the transcript, that the estimated cost of the Federal 
power program as outlined in the booklet is $115 billion.” Mr. Phillips is en- 
tirely wrong. The estimate of $115 billion was not mine, but was taken from 
the subject booklet itself, which quoted the President’s Water Resources Policy 
Commission as making such an estimate. I said in my testimony, “I strongly 
suspect that this estimate is an invention of the authors of the booklet,” and 
I said, further, that the authors should be asked to cite such a figure ($115 
billion) in the President’s Water Resources Policy Commission report. 

Mr. Phillips has now cited the reference to this figure, on page 93 of the 
Water Resources Policy Commission report, and his citation, in my estimation, 
proves that I was correct in saying that the $115 billion estimate of the cost 
of the Federal power program was “an invention of the authors of this booklet.” 
I cite the following evidence: 

Page 93 of the President’s Water Resources Policy Commission report states 
as follows: “A report entitled ‘Natural Resources Activity of the Federal Gov- 
ernment,’ issued by the Legislative Reference Service of the Library of Con- 
gress, states that if ali river basins were given the same treatment as those most 
fully developed in the Army engineers’ plans, the cost of the program would 
be about double the engineers’ 1948 figure, or $115 billion.” 

This statement, together with numerous other references on the same page, 
clearly show that the $115 billion estimate covered many phases of a compre- 
hensive water resources development program, not merely power alone. As 
a matter of fact, table 4 on the same page shows that the estimated expendi- 
tures for water resources development include not only hydroelectric power, 
but also flood control, navigation, irrigation, drainage, watershed management, 
pollution, forest conservation, fish and wildlife preservation, and recreation. 

Despite these clear and unmistakable references in the President’s Water Re- 
sources Policy Commission report, the subject booklet states, on page 12: “The 
President's Water Resources Policy Commission has estimated that the total cost 
of the nationwide Federal power program would be from 70 to 115 billion dollars.” 
[Emphasis supplied.] I will leave it to the good judgment of your subcommittee 
to determine whether or not I was correct when I stated in my testimony, “I 
strongly suspect that this estimate is an invention of the authors of this booklet.” 
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At the bottom of page 6, and on pages 7 and 8 of Mr. Phillips’ letter, he attempts 
to explain how he has arrived at the estimate of $32,754 million which is given 
as the “cost of presently proposed Federal power program. (See p. 13 of 
booklet.) An analysis of Mr. Phillips’ figures shows how completely unrealistic 
they are. 

In the first place, Mr. Phillips shows a figure of $7,009 million as “money spent 
and appropriated to June 30, 1953, plus the amount necessary to complete projects 
then underway.” On page 8 of his letter, however, Mr. Phillips acknowledges 
that, at least as far as $5,049 million of the $7,009 million estimate is concerned, 
the figure includes the cost of features common to more than one of the purposes 
of the multipurpose structures involved. 

Mr. Phillips surely is aware of the fact that it is not correct to include in the 
power investment costs those portions of the cost of multipurpose projects which 
are allocated to other purposes. Power revenues are not required to repay the 
cost of such features—and should not be required to do so. Mr. Phillips admits, 
for example, that the entire cost of Grand Coulee Dam is included in this estimate. 
An indication of the cost of the joint facilities is found in the 1955 annual report 
of the Bonneville Power Administration, which states as follows (see p. 1 of 
schedule 14) : “Property, plant, and equipment costs determined to be jointly use- 
ful for power generation and for other purposes, consisting principally of the dam, 
reservoir, and general services facilities, have been allocated 56 percent to com- 
mercial power (including future downstream river regulation) and 44 percent to 
nonpower after assigning $1 million to navigation.” To charge against power the 
total cost of features in a multipurpose project common to more than one of the 
purposes of the structures is about as incorrect as it would be to charge against 
the electric plant the entire cost of the administration building of a company 
which operates not only an electric system but also a gas system. 

In the gecond line of Mr. Phillips’ breakdown of the chart shown on page 13 of 
the booklet (see p. 6 of Mr. Phillips’ letter) he clearly shows that his estimate of 
$20,200 million “required to build proposed hydro” was obtained by multiplying 
an inflated figure representing the extent of the Federal hydro program by an 
inflated figure representing the extent of the Federal hydro program by an inflated 
estimate of the cost of hydro capacity, per kilowatt. 

Mr. Phillips exp!ains that he obtained the $20,200 million estimate by multiply- 
ing his estimate of the 40 million kilowatts of “proposed” hydro projects by an 
estimated cost of $500 per kilowatt of hydro projects. 

In the first place, the 40 million kilowatts of “proposed” hydro capacity is an 
unrealistic figure. The FPC report, “Hydroelectric Power Resources of the 
United States, Developed and Undeveloped, 1953,” shows that as of January 1. 
1958, the total Federal hydro capacity under construction and authorized, as 
well as the amount of additional capacity which could be installed at existing 
Federal hydro plants, totaled only 16,489,800 kilowatts, rather than 40 million 
kilowatts, which Mr. Phillips indicates as the extent of the “proposed” Federal 
hydro program. 

Mr. Phillips’ estimate of $500 per kilowatt as the cost of the additional hydro 
capacity apparently was obtained by rounding off the purported cost of $496 per 
kilowatt of 20 Federal hydro projects totaling 3,586,000 kilowatts that were au- 
thorized as of January 1, 1953. Mr. Phillips does not specify which 20 projects 
were selected for this computattion, but from a statement on page 8 of his letter 
it seems apparent that the estimated cost of the 20 projects included the costs of 
features common to more than one of the purposes of the projects. Again, there- 
fore, an inflated charge is made against power. 

In my estimation, a far more accurate and reliable cost of Federal power proj- 
ects could have been obtained by basing the estimate upon the total cost of Federal 
hydro projects as reported by the Federal Power Commission. The Commission’s 
publication, “Statistics of Electric Utilities in the United States, 1952, Publicly 
Owned,” shows that at that time the total gross electric plant of all Federal hydro 
projects (excluding transmission and distribution as well as intangible plant) 
was $1,164,589,360. This plant investment covered 7,203,920 kilowatts of capacity. 
The average cost per kilowatt of hydro capacity therefore was $161.66. Although 
this figure would require upward adjustment to refiect 1952 cost levels, the ad- 
justed figure still would be sharply below Mr. Phillips’ estimate of $500. 

The estimated cost of new steam capacity, as computed by Mr. Phillips, also 
seems high in view of certain factors. For example, Mr. Phillips has used an esti 
mate of $175 per kilowatt of capacity for the additional steam plant facilities. 
This compares with only $132 per kilowatt of capacity as the average cost of 
4,307,250 kilowatts of capacity reported by TVA in its 1955 annual report. (See 
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pp. A-19 and A-25.) Mr. Phillips does not state specifically where he obtained 
the estimate of 8,200,000 kilowatts of new steam capacity, or over what period 
this capacity would be installed. However, this amount could conceivably be 
considered as an approxiinately 11-year program for TVA, inasmuch as Gordon R. 
Clapp, then chairman of TVA, stated in November 1952 that TVA would require 
about 750,000 kilowatts of new capacity annually to keep up with anticipated 
load growth. Substantially all of this new capacity would be in steam. 

Parenthetically, it might be noted that subsequent to the publication of the 
subject booklet, the TVA Board of Directors announced support of a self-financing 
plan which would make it possible for TVA to finance additional plant capacity 
through the issuance of revenue bonds and without requiring appropriations. 

Mr. Phillips’ estimate of $3,829 million as the cost of additional transmission 
is based on the inflated estimates of the extent of the Federal power program 
in the foreseeable future, as I have indicated above. An indication of the exag- 
geration of this figure is shown by the fact that as of 1954 (the latest year for 
which FPC figures are available) the entire Federal investment in transmission 
facilities—after 50 years of Federal power development—totaled only $727,581,- 
365—or about 20 percent of Mr. Phillips’ estimate. In fact, Mr. Phillips’ esti- 
mate of $3,829 million as the cost of additional transmission exceeds by about 
$600 million the total Federal investment in all power facilities as of 1954. (See 
“Statistics of Electric Utilities in the United States, 1954, Publicly Owned.”) 

Mr. Phillips has stated in his letter that there is “no distortion or misrepre- 
sentation” in the data included in the booklet. In view of my earlier testimony 
and the data contained in this letter, I will be pleased to let your subcommittee 
or any other impartial group determine whether, in fact, the subject booklet 
contains distortions and misrepresentations. 

In concluding this portion of my letter, I would like to make one further state- 
ment. Mr. Phillips appears to have missed the point of my testimony, and I 
would therefore like to reiterate my position as follows: The evil of the subject 
booklet consists not so much in the use of figures which are in themselves inac- 
curate (although this is unjustifiable) ; the real evil lies in the use of figures 
in such a manner as to attempt to create false impressions as to the real magni- 
tude and merit of the Federal power program. 

In connection with Mr. Colin Rafft’s letter to you of August 10 in which he 
commented, among other things, on my statement that Kerr Dam was essentially 
a run-of-the-river dam, this statement was based on my conversations with 
Federal Power Commission personnel and examination of public records of the 
FPC, none of which indicated that the FPC had knowledge of the fact that the 
Kerr Reservoir was being operated in such a manner as to provide downstream 
benefits to other projects. Before accepting Mr. Raff’s estimate of 314,000 
kilowatts of at-site and downstream benefits from Kerr Dam, may I suggest, 
without any disrepect to Mr. Raff whatsoever, that you inquire of Mr. Raff as 
to his evidence that Kerr Dam in fact is being operated in a manner that will 
provide downstream benefits in the quantity stated. 

Incidentally, I note that Mr. Raff is still comparing the cost of the Kerr project 
with the total cost of Hungry Horse Dam. May I again call your attention to 
the fact that the portion of Hungry Horse Dam allocated to power is only $86,- 
516,970, not $1038,500,000, as shown in Mr. Raff’s letter. I note, too, that Mr. 
Raff does not challenge the adjustment which I have made in the cost of the 
Kerr project to compensate for the rise in prices between 1938, when Kerr Dam 
was placed in operation, to 1952, when Hungry Horse was placed in operation. 

I appreciate the opportunity of presenting this data to your subcommittee. 
If the letters from Mr. Phillips and Mr. Raff are inserted in the record of the 
hearing, I would like to request respectfully that this letter, too, be inserted in 
the hearing record. 

Sincerely, 
ALEX RADIN. 


APPENDIX X—Interior Department Power Policy Statement, 1953 


DEPARTMENT OF THE INTERIOR POWER POLICY 


Aveust 18, 1953. 
The Reclamation Act of 1902, as supplemented by the act of 1906, and various 
other acts of Congress since that date, to and including the Appropriation Act 
of 1953, have served to make the Department of the Interior the marketing agency 
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for electric energy produced at many Federal Government-owned plants. These 
various acts of Congress have served to establish some basic policies for the 
marketing of this power as well as the planning of facilities for generation and 
transmission. Supplementary to these acts of Congress, the Department has, on 
various occasions in the past, stated policies on this important matter. 

The statement herewith of power policy is a summary of the guiding principles 
which the Department of the Interior will hereafter follow in planning and 
operating facilities for the generation and transmission, and marketing of 
electric energy. It is based upon the various acts and statements of Congress and 
statements of this administration’s policy. It supersedes all statements of power 
policy heretofore issued by the Department. 

The policies hereinafter stated will be modified if at any time this is necessary 
to better serve the paramount requirements of national defense. 


1. GENERAL FACILITIES 


The primary responsibilities of the Department are the reclamation of arid and 
semiarid lands under the Federal reclamation laws and the development of 
natural resources as authorized by Congress. These responsibilities include the 
disposal of surplus electric energy which can be economically produced in the 
course of the development of these resources. The Department of the Interior 
will, therefore, actively plan and recommend construction of generating facilities 
in hydro projects under its jurisdiction when such facilities are economically 
justified and feasible. The Department will particularly emphasize those multi- 
purpose projects with hydroelectric developments which, because of size or 
complexity, are beyond the means of local, public, or private enterprise. 

It is recognized that the primary responsibility for supplying power needs of 
an area rests with the people locally. The responsibility of the Department 
of the Interior is to give leadership and assistance in the conservation and wise 
utilization of natural resources. The Department does not assume that it has 
the exclusive right or responsibility for the construction of dams or the genera- 
tion, transmission, and sale of electric energy in any area, basin, or region. 
In general, it will not oppose the construction of facilities which local interests, 
either public or private, are willing and able to provide in accordance with 
licenses and other controls of the Federal Power Commission or other appro- 
priate regulatory bodies and which are consonant with the best development 
of the natural resources of the area. 


CITATIONS 


(a) Address by the President—State of the Union message to Ist session of 83d 
Congress 

“* * # The best natural resources program will not result from exclusive 
dependence on Federal bureaucracy. It will involve a partnership of the 
States and local communities, private citizens, and the Federal Government, 
all working together. This combined effort will advance the development of 
the great river valleys of our Nation and the power that they can generate.” 
(b) Reclamation Act of 1906, Title 48, United States Code, section 522 

“Whenever a development of power is necessary for the irrigation of lands, 
under any project undertaken under the said reclamation law, or an opportunity 
is afforded for the development of power under any such project, the Secretary 
of the Interior is authorized to lease for a period not exceeding 10 years, giving 
preference to municipal purposes, any surplus power or power privilege * * * 
Provided, That no lease shall be made of such surplus power or power privileges 
as will impair the efficiency of the irrigation project. * * *” 


(c) House Committee on Interior Department appropriation bill, 1949 


“Statement of policy—The committee desires to reemphasize its statement 
in former reports on the bill, that the reclaiming of arid lands by the construc- 
tion of reclamation projects is and always has been the primary purpose of 
the reclamation laws. Development of hydroelectric power is incidental to 
irrigation and is made as a means of financially aiding and assisting such un- 
dertakings. This policy should not be departed from without specific legisla- 
tion by the Congress.” 


(d) Address of Secretary McKay at Boston, Mass., May 14, 1958 


“It should be our objective in these multipurpose reservoir projects to utilize 
this water resource to the maximum in the generation of hydroelectric power, 
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so far as that can be done, without taking away what we need for consumption 
purposes, such as reclamation, municipal water and other uses in that category.” 
* * * * we * * 
“We will continue within the limits that the national budget will permit with 
construction of such of these projects as are economically feasible and fall in 
the proper category of Federal projects.” 


2. TRANSMISSION FACILITIES 


The Department of the Interior will construct and operate transmission lines 
that are economically feasible and necessary for proper connection and opera- 
tion of federally owned generating plants. Transmission facilities will also be 
built and operated to carry power to load centers within economic transmission 
distances unless other public or private agencies have or will provide the neces- 
sary facilities upon reasonable terms. These terms shall generally be such that 
the federally produced power will be made available to customers at costs not 
higher than would result from the construction of transmission facilities by the 
Federal Government. 

CITATIONS 


(a) Bonneville Act of 1937 (16 U. S. C. Sec. 832a (b) ) 

“In order to encourage the widest possible use of all electric energy that can 
be generated and marketed and to provide reasonable outlets therefor, and to 
prevent the monopolization thereof by limited groups, the administrator is 
authorized and directed to provide, construct, operate, maintain, and improve 
such electric transmission lines and substations, and facilities and structures 
appurtenant thereto, as he finds necessary, desirable, or appropriate for the 
purpose of transmitting electric energy, available for sale, from the Bonneville 
project to existing and potential markets, and, for the purpose of interchange of 
electric energy, to interconnect the Bonneville project with other Federal projects 


ww. 


and publicly owned power systems constructed on or after August 20, 1937. 
(b) Fort Peck Act of 1938 (16 U.S. C. sec. 833a (b) ) 


“In order to encourage the widest possible use of all electric energy that can 
be generated and marketed and to provide reasonable outlets therefor, and to 
prevent the monopolization thereof by limited groups, the Bureau is authorized 
and directed to provide, construct, operate, maintain, and improve such electric 
transmission lines and substations, and facilities and structures appurtenant 
thereto, as it finds necessary, desirable, or appropriate for the purpose of trans- 
mitting electric energy, available for sale, from the Fort Peck project to existing 
and potential markets, and, for the purpose of interchange of electric energy, to 
interconnect the Fort Peck project with either private or with other Federal 
projects and publicly owned power systems now or hereafter constructed.” 


(c) Flood Control Act of 1944 (16 U.S. C. sec. 5) 


“The Secretary of the Interior is authorized, from funds to be appropriated 
by the Congress, to construct or acquire, by purchase or other agreement, only 
such transmission lines and related facilities as may be necessary in order to 
make the power and energy generated at said projects available in wholesale 
quantities for sale on fair and reasonable terms and conditions to facilities 
owned by the Federal Government, public bodies, cooperatives, and privately 
owned companies.” 


(ad) Senate Committee on Interior Department appropriation bill, 1954 


“The committee reiterates its view that efforts should be made to secure wheel- 
ing contracts wherever possible, and that the Federal Government should build 
transmission lines only when such agreements cannot be negotiated at compara- 
ble cost to consumers; the only exception to this policy should be with respect to 
main lines for the purpose of connecting Federal hydroelectric plants, where the 
benefits from the integration justify the expenditure.” 


3. PREFERENCE TO PUBLIC AGENCIES AND COOPERATIVES 


The Department of the Interior will operate the federally owned generating 
and transmission facilities under its control for the benefit of the general public, 
and particularly of domestic and rural customers, and the Department will give 
preference and priority to public bodies and cooperatives in disposing of electric 
energy generated at Federal plants. It will be the policy of the Department to 
dispose of power, remaining after provision for existing preference customers, 
to privately owned publie utilities serving domestic and rural customers in the 
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area. The Department will not ordinarily undertake to dispose of power directly 
to consumers except to carry out existing contracts or renewals or expansion 
thereof, nor will it use or permit the use of the preference privilege as a means 
to provide power for large industrial consumers at the expense of domestic and 
rural customers served by either publicly or privately owned public utilities. 


CITATIONS 
(a) Reclamation Act of 1906 

“* * * The Secretary of Interior is authorized to lease for a period not ex- 
ceeding 10 years, giving preference to municipal purposes, any surplus power 
or power privilege * * *.” 
(b) Reclamation Act of 1939 (sec. 485h (ce) ) 

“* * * That in the sale or lease preferences shall be given to municipalities 
and other public corporations or agencies; and also to cooperatives and other 


nonprofit organizations financed in whole or in part by loans made pursuant to 
sections 901 to 914 of title 7 (Rural Electrification Administration) .” 


(c) Bonneville Act of 1937 


“In order to insure that the facilities for the generation of electric energy at 
the Bonneville project shall be operated for the benefit of the general public, 
and particularly of domestic and rural consumers, the Administrator shall at 
all times, in disposing of electric energy generated at said project, give preference 
and priority to public bodies and cooperatives.” 


(d@) Fort Peck Act of 1938 


“In order to insure that the facilities for the generation of electric energy 
at the Fort Peck project shall be operated for the benefit of the general public, 
and particularly of domestic and rural consumers, the Bureau shall at all 
times, in disposing of electric energy generated at such project, give preference 
and priority to public bodies and cooperatives.” 


(e) Flood Control Act of 1944 

*“* * * The Secretary of the Interior * * * shall transmit and dispose of 
such power and energy in such manner as to encourage the most widespread 
use thereof at the lowest possible rates to consumers consistent with sound 
business principles, the rate schedules to become effective upon confirmation 
and approval by the Federal Power Commission. Preference in the sale of 
such power and energy shall be given to public bodies and cooperatives. The 
Secretary of the Interior is authorized, from funds to be appropriated by the 
Congress, to construct or acquire, by purchase or other agreement, only such 
transmission lines and related facilities as may be necessary in order to make 
the power and energy generated at said projects available in wholesale quantities 
for sale on fair and reasonable terms and conditions to facilities owned by the 
Federal Government, public bodies, cooperatives, and privately owned com- 
panies * * *.” 

4, RATES FOR SALE OF ELECTRIC ENERGY 


The Department of the Interior will dispose of power and energy at the lowest 
possible rates to consumers consistent with sound business principles. Rate 
schedules will be prepared on a basis which will provide for the cost of producing 
and transmitting the energy and will return the capital investment in genera- 
tion and transmission facilities together with interest in not more than 50 years. 
If reclamation costs are assigned to power, rates for power shall be such as to 
recover these additional costs within a reasonable time. 

Rates will be reviewed at periodic intervals, generally not exceeding every 5 
years, and at such times adjustments will be made to reflect actual costs where 
only estimates were available before, to reflect additions to the system which 
are in operation at the time of application of the new rates, and other proper 
items. 

CITATIONS 


(a) Reclamation Project Act of 1939 (48 U. 8. 0. sec. 485h (c)) 


“* * * Any sale of electric power or lease of power privilege made by the 
Secretary in connection with the operation of any project or division of a project, 
shall be for such periods, not to exceed 40 years, and at such rates as in his 
judgment will produce revenues at least sufficient to cover an appropriate 
share of the annual operation and maintenance costs, interest on an appropriate 
share of the construction investment at not less than 3 percent per annum and 
such other fixed charges as the Secretary deems proper.” 
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(b) Bonneville Act of 1937 (16 U. 8. C.) 


“Schedules of rates and charges for electric energy produced at the Bonneville 
project and sold to purchasers as in this chapter provided shall be prepared by 
the Administrator and become effective upon confirmation and approval thereof 
by the Federal Power Commission; and such rates and charges shall also be 
applicable to the disposition of electric energy to Federal agencies. Subject to 
confirmation and approval by the Federal Power Commission, such rate schedules 
may be modified from time to time by the Administrator * * *” (sec. 832e). 

“* * * Rate schedules shall be drawn having regard to the recovery (upon the 
basis of the application of such rate schedules to the capacity of the electric facil- 
ities of the Bonneville project) of the cost of producing and transmitting such 
electric energy, including the amortization of capital investment over a reason- 
able period of years” (sec. 832f). 

“Contracts entered into under this section shall be binding in accordance with 
the terms thereof and shall be effective for such period or periods, including re- 
newals or extensions, as may be provided therein not exceeding in the aggregate 
20 years from the respective date of making such contracts. Contracts entered 
into under this subsection shall contain such provisions as the Administrator and 
purchaser agree upon for the equitable adjustment of rates at appropriate inter- 
vals, not less frequently than once in 5 years” (see. 832d). 

(c) Fort Peck Act of 19388 (16 U.S. C. 833d) 

“Schedules of rates and charges for electric energy produced at the Fort Peck 
project and sold to purchasers as in this chapter provided Shall be prepared by 
the Bureau and become effective upon confirmation and approval thereof by the 
Federal Power Commission. Subject to confirmation and approval by the Fed- 
eral Power Commission, such rate schedules may be modified from time to time 
by the Bureau and shall be fixed and established with a view to encouraging the 
widest possible diversified use of electric energy. The said rate schedules may 
provide for uniform rate or rates uniform throughout prescribed transmission 
areas in order ot extend the benefits of an integrated transmission system and 
encourage the equitable distribution of the electric energy developed at the Fort 
Peck project.” 

(d) Flood Control Act of 1944 

“* * * The Secretary of the Interior * * * shall * * * dispose of * * * 
power and energy * * * at the lowest possible rates to consumers consistent with 
sound business principles, the rate schedules to become effective upon confirma- 
tion and approval by the Federal Power Commission. Rate schedules shall be 
drawn having regard to the recovery (upon the basis of the application of such 
rate schedules to the capacity of the electric facilities of the projects) of the cost 
of producing and transmitting such electric energy, including the amortization of 
the capital investment allocated to power over a reasonable period of 
years * * *.” 

5. RESALE RATES OF ELECTRIC ENERGY 


Ordinarily in contracts with public agencies or cooperatives for the sale of 
electric energy no resale rate controls will be imposed by the Department of 
the Interior. It will be presumed that such bodies are responsible directly to 
customers they serve and are fully protecting the interests of these customers. 

In all contracts with customers other than public agencies or cooperatives, 
provision will be made to prohibit the resale of energy unless the purchaser is a 
public utility serving principally domestic and rural customers. In the latter 
event, provision will be made to insure that power is furnished to ultimate 
consumers at the lowest rates which shall reflect as nearly as possible the cost of 
the service plus a reasonable return on the investment at work 

CITATION 
(a) Bonneville Act of 1937 (16 U.S. C., sec. 832d) 

“* * * Contracts entered into with any utility engaged in the sale of electric 
energy to the general public shall contain such terms and conditions, including 
among other things stipulations concerning resale and resale rates by any such 
utility as the Administrator may deem necessary, desirable, or appropriate to 
effectuate the purpose of this chapter and to insure the resale by such utility 
to the ultimate consumer shall be at rates which are reasonable and nondis- 
criminatory.” 


x 











